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Htem 1. Business.

Cautionary Statement

Some of the statements contained in this Form 10-K discuss future expectations, contain projections
of results of operations or financial condition or state other forward-looking information. Any statements
in this report that are not statements of historical facts, are intended to be, and are, ‘“forward-looking
statements” under the safe harbor provided by the Private Securities Litigation Reform Act of 1995,
These statements are subject to known and unknown risks, uncertainties and other factors that could
cause the actual events to differ materially from those contemplated by the statements. The
forward-looking information is based on various factors and was derived using numerous assumptions. In
some cases, you can identify these so-called “forward-looking statements” by our use of words such as
“may,” “will,” “should,” “expect,” “plan,” ‘“‘anticipate,” “believe,” “estimate,” “predict,”” “project,”
“intend” or “potential” or the negative of those words and other comparable words. You should be
aware that those statements only reflect our predictions. Actual events or results may differ substantially.
Important factors that could cause actual events or results to be materially different from the
forward-looking statements include those discussed under the heading “Business—Risk Factors” and
throughout this Form 10-K. Although we believe the expectations reflected in our forward-looking
statements are based upon reasonable assumptions, we can give no assurance that we will attain these
expectations or that any deviations will not be material. Except as otherwise required by the federal
securities laws, we disclaim any obligations or undertaking o publicly release any updates or revisions to
any forward-looking statement contained in this annual report on Form 10-K and the information
incorporated by reference in this report to reflect any change in our expectations with regard thereto or
any change in events, conditions. or circumstances on which any such statement is based.

The terms “SAVVIS,” “we,” “us,” “the Company,” and “our” as used in this report refer to
SAVVIS Communications Corporation, a Delaware corporation, formerly SAVVIS Holdings
Corporation, and its subsidiaries, except where by the context it is clear that such terms mean only
SAVVIS Communications Corporation. '

Overview

SAVVIS is a global network service provider (“NSP”) that delivers IP VPNs (virtual private
networks), Internet services, and managed hosting to medium-sized enterprises and the financial services
market. ‘

e The mid-market, which is underserved by traditional data communications carriers, is the fastest
growing segment of the IP VPN market.

o In financial services, SAVVIS is a leading provider of high-performance networking services,
including Financial Xchange™, which delivers speed-to-market advantages through connectivity
to more than 4,700 financial institutions worldwide.

SAVVIS’ services are briefly described below:

e Managed IP VPNs combine the advantages of private networks (reliability, performance and
security) with the popular features of the Internet (scalability and flexibility), at a price often less
than both. Enterprises can connect their offices, partners, remote employees and telecommuters
over an affordable private network, which was named Product of the Year for 2001 by the editors
of Network Magazine. SAVVIS was selected over well-known VPN providers such as ATT,
WorldCom, Sprint and Genuity.

e [Intermet Access bypasses the bottlenecks of the Internet, based on SAVVIS’ award-winning
PrivateNAPS™ architecture. This service is available in both managed and unmanaged offerings.
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o Managed Hosting allows our customers to outsource their mission-critical content in a highly
secure, fault tolerant data center environment. SAVVIS can satisfy both complex hosting needs
with its a la carte service offering, as well as provide pre-packaged solutions for web, enterprise
and database applications that can be installed in a few as 5 days.

History

SAVVIS began commercial operations in 1996, offering Internet access services to local and regional
Internet service providers. We pioneered the use of Private Network Access Points (“PrivateNAPs™"),
where SAVVIS exchanges data through dynamic “on net” connections with the other major Internet
network providers. PrivateNAPs™ dramatically minimize latency and packet loss by bypassing the
PublicNAPs, which are the bottlenecks of the Internet.

In April 1999, SAVVIS was acquired by Bridge Information Systems (“Bridge”), a global provider
of real-time/historical financial information, as well as news about stocks, bonds, foreign exchange and
commodities. Bridge constructed a highly redundant, fault tolerant network based on Iaternet protocol
(“IP”) and asynchronous transfer mode (“ATM”) technologies to provide its services to some of the
largest financial companies and institutional investors in the world. In September 1999, the two networks
were combined: the original SAVVIS network, which was constructed to provide high quality Internet
access in the United States, and the IP network of Bridge, which had been constructed to meet the
exacting requirements of the financial services industry worldwide. Both of these networks have been
operational since 1996 and we refer to the combined network as the “SAVVIS Intelligent IP
Network>™.”

On February 18, 2000 simultaneously with the completion of our initial public offerir g, we acquired
the Internet protocol network assets of Bridge, for total consideration of approximately $150 million, and
the employees of Bridge who operate that network were transferred to us. This transaction significantly
expanded our managed [P VPN services, which we began offering in September 1999.

We currently provide IP VPN, Internet access and hosting services directly to approximately 1,500
customers. Each of these services is described below:

Network-based 1P VPNs

Three months after our IPO, SAVVIS enhanced our IP VPN offerings by introducing network-based
IP VPN services across our entire global platform. SAVVIS was the first global network service provider
to provide IP VPNs that were network-based, i.e., the “intelligence” needed to make netwaorking decisions
resides inside our network, rather than residing inside complex hardware at the customer’s premises.

The SAVVIS Intelligent IP Network™™ architecture, which interconnects over 6,000 buildings in 121
of “he world’s major commercial cities in 45 countries, is based on the unique marriage of two
technologies:

o ATM which supports the transmission of all kinds of content and allows data to be prioritized,
and

o TP, a communications protocol that is a core element of the Internet and is used on computers,
but that cannot reliably deliver real-time data currently, unless operated over an ATM network,
such as the SAVVIS Intelligent TP NetworkS™.

We believe that the widely predicted growth in Internet-based IP VPNs was not realized because of
the inherent unpredictable performance of the Internet, which SAVVIS’ unique architecture solves.
SAVVIS’ Intelligent I[P Networking®™ combines the security, reliability and performance of private
networking with the affordability and fiexibility of the Internet, delivering the ultimate solution
demanded by businesses. Cahners, an Indusiry Analyst firm, now predicts that network-based VPNs will
become the most prevalent [P VPN implementation, growing to 90% of the networks implemented by
2003. With over 475 customers and $200 million in revenue in this new category, SAVVIS is leading the
way in this market.

SAVVIS’ Intelligent IP Networking®™ platform has four other significant distinctions:

4




s First, the service is simple to deploy and easy to scale because there are no complicated meshing,
since the routing and firewalling are virtual services, provided by the “intelligence” in-net.

e Second, SAVVIS can provide numerous networking solutions over a single connection to the
network, enabling customers to save on expensive “local loop” charges, as well as quickly and
cost-effectively change their networking requirements as their business changes;

¢ Third, customers can manage their data services costs by assigning high Quality of Service
(“QoS”) levels to mission-critical applications and lower QoS to less time-sensitive applications
such as e-mail. Other carriers force the customer to pay for the highest common denominator,
since they do not have the flexibility to ascribe different QoS levels to each application.

e Fourth, SAVVIS’ Network Creation System enables us to easily design, implement and change
parameters on customer’s individual networks without adding costly overhead, thereby enabling
us to keep our prices competitive.

All of this capability is provided with simplified pricing more in line with the price structure of the
Internet. Furthermore, the customer does not need technical staff at each location, which provides further
price benefits. Unburdened by complex IT requirements, businesses can focus on their core
competencies. ’

We charge each customer an initial installation fee that typically ranges from $500 to $5,000 and a
monthly fixed fee that varies depending on the services provided, the bandwidth used, and the QoS level
chosen. Our customer agreements are typically for 12 to 36 months.

Our revenue is derived primarily from the sale of I[P VPN services. Qur two largest customers,
Reuters plc (“Reuters”) and MoneyLine Telerate represent approximately 75% of our revenues. Reuters
and MoneyLine Telerate acquired substantially all of the operating assets of Bridge in September and
October 2001, respectively. Reuters and MoneylLine Telerate have each entered into network service
agreements with us providing for aggregate minimum revenue commitments over five years totaling $566
million, less payments made by Bridge to the Company in the period from May 3, 2001 to September 28,
2001. Prior to October 2001, Bridge, which filed for bankruptcy in February 2001, was our largest
customer (representing approximately 80% of our revenues) and our largest shareholder (holding
approximately 48% of our outstanding common shares). Through December 31, 1999, our revenue was
primarily derived from the sale of Internet access services to local and regional Internet service providers
in the United States. Beginning in late 1998, we expanded our service offering to corporate customers as
well.

Internet Access

SAVVIS offers a wide range of Internet access options designed to meet the needs of businesses of
all sizes. From its inception in 1995 as a national Internet service provider, SAVVIS designed its global
network infrastructure to deliver the superior performance, reliability and security demanded by
companies for whom data transmission is critical to success. Surpassing 36 other well-known service
providers, SAVVIS was rated #1 in network performance for the second year in a row by Keynote
Systems, Inc., an independent ISP auditor, as reported in the Boardwatch Magazine Year 2000 Directory
of Internet Service Providers

SAVVIS pioneered the use of strategically located Private Network Access Points
(“PrivateNAPs*M”) to provide businesses with the most direct route on the Internet. Today, SAVVIS
has 13 PrivateNAPs on our network, including its first European PrivateNAP in London and a
PrivateNAP in Singapore.

SAVVIS has also deployed 142 Points of Presence (POPs”), and the global network currently
reaches 121 cities in 45 countries. POPs bring the edge of the network closer to customers and provide
cost-effective geographic outreach. Customer traffic is then routed through a PrivateNAP, directly
reaching the ultimate Internet destination over 95% of the time, rather than traversing multiple
PublicNAPs as most competitive ISPs must do in order to reach the desired location.

5




SAVVIS offers both fully managed Internet solutions, as well as Internet access. With managed
solutions, we provide all of the equipment, installation and technical support to manage the circuit. These
solutions also provide the flexibility that growing companies need, as they can add new Internet
applications or increase their bandwidth virtually instantaneously.

Managed Hosting ‘

Intelligent Hosting®™ services round out SAVVIS’® integrated package of outsourced: solutions,
bringing to the commercial market more than five years’ experience in managing over 20,000 servers for
the financial services industry. Although simple shared hosting and colocation services have dominated
the market to date, analysts estimate that managed and custom hosting will capture the lion’s share of
revenues by 2004.

Four characteristics drive businesses’ decision-making for hosting: reliable, high-performance
Internet connectivity; data center security; scalability; and the ability to monitor performance at the site.

Data Center Availability and Connectivity: SAVVIS has built 150,000 square feet of data center
facilities around the globe, with the highest levels of security, redundancy, availability and on-site
support. We believe that no other hosting service provider offers guaranteed 100% availability to the
hosting environment, 100% available connectivity to the Internet and 99.9% availability to systems. The
company’s main data center is in St. Louis, with regional centers in San Francisco, London, Singapore and
Toronto.

Security and Performance: Power failures, fires, earthquakes, intrusions, inadvertent tampering and
other forces can compromise data. SAVVIS’ data centers have taken safeguards against these
possibilities. For instance, in the St. Louis data center, walls are constructed with reinforced concrete
four-feet thick; tanks hold 20,000 gallons of diesel fuel to protect against power outages; the Center is
built to withstand an earthquake of 7.5 on the Richter scale. SAVVIS’ Intelligent Hosting is further
differentiated by the patented Intelligent Rack™ enclosure, which sets a new standard for physical
security. The Intelligent Rack is standard in all SAVVIS data centers and features a card-based reader
that provides access control, authorization and authentication capabilities.

Superior Scalability: SAVVIS built its data centers to full capacity from day one, with connectivity
to its backbone pre-provisioned to each of its Intelligent Racks. As a result, the company can bring up
customers quickly and reliably, ensuring the scalability needed by rapidly growing companies.

Integrated Site Monitoring and Reporting: Customers gain full visibility into their hosted environment
through the SAVVIS Customer Command Center, which is a secure information portal that allows
customers remote access to statistics and information regarding the performance of their site. The
Customer Command Center is unique because it integrates hosting and network statistics.

In addition to managed hosting services, SAVVIS also provides colocation at its Private Network
Access Point (PrivateNAPM) locations for companies that want direct access to the top ranked Internet
backbone, but prefer to manage their own hosting environments.

Market Overview

Market opportunity. As the Internet has emerged as a strategic business component, investment in
Internet services has begun to increase dramatically. According to McKinsey, an independent research
firm, the demand for dedicated Internet access services will grow to $16.3 billion by 2005, a 31%
compound annual growth rate. In addition, demand for data transport services is growing rapidly as
evidenced by International Data Corporation’s estimate that Internet service providers’ corporate access
revenues will grow to $12 billion by 2003, a 32.5% compound annual growth rate.

IP VPNs. The majority of business data communications today take place over private or managed
corporate data and electronic data interchange networks. According to Infonetics, the market for
IP-VPN’s in the United States will grow to approximately $35 billion in 2004, of which fully $10 billion
will be comprised of network-based IP VPNs, a market in which SAVVIS has a leadership position.
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Today, organizations employ local data networks, or local area networks, to interconnect personal
computers and workstations. The highly successful use of local area networks for information-sharing,
messaging and other applications has led organizations to deploy wide area networks aggressively, which
effectively interconnect local area networks and replicate their functionality across a much broader
geographic area. The demand for wide area networks has grown as a result of today’s competitive
business environment. Factors stimulating higher demand include the need to provide broader and more
responsive customer service and to operate faster and more effectively between operating units, suppliers
and other business partners. In addition, as businesses become more global in nature, the ability to access
business information across the enterprise has become a competitive necessity.

Internet network services. Since the commercialization of the Internet in the early 1990s, businesses
have rapidly established corporate Internet sites and connectivity as a means to expand customer reach
and improve communications efficiency. Internet access service is still a fast growing segment of the
global telecommunications services market. According to International Data Corporation, the number of
Internet users worldwide is forecasted to grow to over 600 million by the year 2003. Internet access
services represent the means by which Internet service providers interconnect users to the Internet or to
corporate intranets and extranets. Access services include dial-up access for mobile workers and small
businesses and high-speed dedicated access used primarily by mid-sized and larger organizations. In
addition to Internet access services, Internet services providers are increasingly providing a range of
value-added services, including shared and dedicated web hosting and server colocation, security services,
and advanced applications such as IP-based voice, fax and video services.

Convergence between the Internet and corporate data networking. Today, many businesses are
utilizing Internet-related services as lower-cost alternatives to several traditional telecommunications
services. The near ubiquity and relatively low cost of the Internet have resulted in its widespread use for
specific applications, most notably web access and e-mail. IP has become the communications protocol of
choice for the desktop and for local area networks. As a result, IP wide area network implementation
requires no protocol conversion, reducing overhead and improving performance. Many corporations are
connecting their remote locations using intranets to enable more efficient communications with
employees, providing remote access for mobile workers and reducing telecommunications costs by using
value-added services such as IP-based fax and video-conferencing.

Rapid growth in e-commerce. While most corporations’ early use of the Internet in e-commerce was
to establish an Internet marketing presence, businesses today are using the Internet much more
aggressively to: generate new revenues, increase efficiency through improved communications with
suppliers and other third parties, and improve internal communications. The rapid growth of e-commerce
encompasses both business-to-business and business-to-consumer communications and transactions, and
the projected growth of these markets over the next five years is dramatic. Forrester Research, Inc.
projects that the market for business-to-business e-commerce will grow to $1.3 trillion in 2003. In
addition, Forrester Research, Inc. projects that the market for business-to-consumer e-commerce will
grow to $108 billion over the same period.

Outsourcing of IP based services. In order to capitalize fully on the new opportunities presented by
the Internet and e-commerce, businesses will require high quality, reliable and flexible data
communications and infrastructure services capable of supporting mission-critical applications. We
believe that an increasing number of businesses will seek to outsource these services to third-party
providers for several reasons. First, the rapid growth of Internet-related businesses has created.a shortage
of information technology personnel skilled in IP and e-commerce development. Second, many
companies believe that establishing leadership in their industry with respect to IP based services is
important to the future of their business. Given this posture, time to market is critical and turning to a
specialized, third-party provider can often shorten time to market. Finally, many infrastructure services
require significant up-front investment. Many companies will choose to preserve their capital to invest in
activities that are integral to their business strategy and seek to develop their infrastructure by purchasing
services rather than investing in networks, systems and equipment.

Rapid growth in colocation and web site hosting. Businesses of all sizes historically house, maintain
and monitor their own web and content servers. As IP-enabled applications became mission-critical,
larger, more difficult to develop, and maintain and required increasing amounts of investment, a
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substantial number of businesses began to outsource their colocation and hosting requirements to third
parties. Forrester Research, Inc. projects that the managed hosting business will grow from
approximately $3.7 billion in 2002 to almost $20 billion by 2004. We believe that companies seeking IP
expertise, high levels of security, fault-tolerant infrastructure, local and remote support, and the cost
benefits of a shared infrastructure will be most likely to outsource these services.

Business Strategy 5

Our objective is to tap the rapidly growing market for reliable, high-speed IP VPN’s, Intérnet, and
managed hosting services. Specifically, we intend to:

Establish SAVVIS as a leading provider of public and private IP transport solutions for
business-to-business communications. We intend to market a combination of our Intelligent IP
Networking®™ services, Intelligent Hosting®™ and Internet services to meet the demand in the market.
We see customers demanding a combination of Internet, extranet and intranet networking services and
believe our Intelligent IP Networking®™ platform and Private NAPSM architecture sets us apart from the
competition in meeting the demand.

Capitalize on our connectivity to financial institutions worldwide. We are aggressively marketing our
services to the traditional and emerging financial services companies, based on our connectivity to over
4,700 companies, including 75 of the top 100 global banks and 45 of the top 50 brokerages. In today’s
rapidly deregulating financial market, financial institutions must be fast-to-market with innovative
delivery methodologies that speed transactions or they risk obsolescence. We believe we are well
positioned to meet the need, because our community-of interest network, Financial Xchange™, provides
the performance and security of a private network with the reach and rapid deployment of the Internet.

Capitalize on the demand for outsourced services in the VPN, Internet, and managed hosting markets.
Data communications and the Internet are mission-critical to thousands of businesses worldwide and,
according to industry studies, the market for these services continues to grow rapidly. Corporations are
continually expanding and enhancing existing networks and deploying new services in response to this
growth. By providing a wide range of services for Internet, hosting and managed data networking
services, we offer a single source solution to the key challenges faced by corporate information
technology managers implementing Internet, intranet and extranet applications. We are focused on the
demand for simple, flexible solutions, and our market-leading IP-VPN products and managed hosting
services to allow us to address heretofore untapped segments of the business market.

Provide the Application Infrastructure Platform support utilizing the SAVVIS Intelligent Hosting™
services to meet customers e-commerce requirements, and to complement our IP transport solutions. Many
customers are establishing new or more robust Internet, extranet and intranet sites and want their service
provider to provide the application infrastructure platform for their servers, operating system and
application software. SAVVIS is focused on providing full management of the customers’ application
platform, hosted in our state-of-the-art data centers in St. Louis, San Francisco, Toronto , London and
Singapore. In addition, we intend to provide both private and public IP transport to the customers hosted
site.

Grow domestic and international distribution channels. We intend to grow our distribution channels
aggressively, by expanding our direct channel as well as utilizing alternate channels. We intend to
continue to increase the size of our direct sales force for VPN, Internet and managed hosting services. We
have entered into agreements with multiple partners, including Science Applications International
Corporation (SAIC), PRIMUS Telecommunications Group and QuantumShift to resell our services and
will continue to sign up additional partners in 2002.

Leverage our network and PrivateNAPsS™ infrastructure which include industry-leading
“intelligence” built into our platform. We have completed a major build out of our global network, now
reaching 121 cities in 45 countries. Four new PrivateNAPs™ were added to the network, including a
PrivateNAP*M in Singapore and the industry’s first European PrivateNAPS™ in London, for a total of 13
currently in operation. Since the launch of our Intelligent IP Network3™ architecture last May, which puts

8




the “smarts” inside our network instead of in customer premises equipment, we have deployed 58 Nortel
Networks Shasta 5000 BSNs. The network also is powered by 324 Lucent ATM backbone switches; 1,747
Lucent ATM edge devices; and 13,254 Nortel, Cisco and digital subscriber lines (‘DSL”) edge routers.

Provide enabling infrastructure for e-commerce services. We believe that many of our target
customers, particularly financial services companies, are aggressively pursuing e-commerce strategies. We
believe that our network architecture of ATM technology and PrivateNAPs®™: provides highly available
domestic and international managed data networking. As well, our managed hosting offering uniquely
positions SAVVIS to help our customers capitalize on the substantial anticipated growth in e-commerce.

Develop and market new services. We intend to continue to develop new services, such as IP based
voice and video that will enable us to further leverage our network infrastructure and our customer base.
For example, we have deployed ATM to the edge of our network and will aggressively deploy ATM
devices at customer premises allowing for the provision of mulitiple network applications with different
Quality of Service levels over the same local access lines and customer equipment. The deployment of
these devices will allow our customers to combine services that they may currently buy from multiple
vendors, each on a different network. We have also launched the industry’s first network based IP VPN
offering, and intend to continue to develop new tools, such as a web-based Network Creation System, to
enable our customers to outsource the management of their intranets, extranets and Internet services to
us, while maintaining control themselves.

SAVVIS Services

We designed the SAVVIS Intelligent IP Network>™ to offer a guaranteed high level of performance
for both Internet and data networking services. We deliver a comprehensive range of high performance,
quality of service-differentiated products, including data networking, Internet access, intranets, extranets,
e-business hosting and other services.

A common feature among all of the services that we provide to our customers is the substantial
flexibility to choose among a range of offerings, including from a service-only basis to a fully managed
basis. On a service-only basis, the customer is responsible for the design and integration of its network
and the purchase of network hardware, relying on us only for network services. On a fully managed basis,
we are responsible for the design, implementation, integration and ongoing support of the customer’s
network.

Integrated Network Solutions

We put IP Intelligence into our network and extended the benefits all the way to the customer
premises. This enables us to deliver functionality, security and performance to our customers, and enables
our customers to customize our products according to their needs. Our customers need only to tell us who
they want to talk to, which of four Quality of Service (QoS) levels is appropriate for each application, and
how much bandwidth they require. SAVVIS then provides them with a bundled solution that delivers the
security, flexibility and affordability they need.

Until now, companies had to work with various service providers, forcing them to spend lots of time
and money patching together different network configurations to address each of their multifaceted
needs. But with the [P Intelligence in our network, we are able to integrate numerous networking
strategies — Internet, intranet, extranet and e-business hosting — into one simplified and affordable
solution over one local loop. Customers can take advantage of a full continuum of solutions, without
having to manage customer premises equipment for routing or firewalling. Our customers can prioritize
their applications and select the QoS level, from e-mail to video streaming. Additionally, they can hook
up to the Internet or roll out complex extranet applications, with a fully integrated networking solution
from SAVVIS.

Extranet Solutions. Much of business success depends on being able to exchange information and
communicate with suppliers, partners and customers. SAVVIS’ Intelligent IP Network®™ platform
enables our customers to choose between having their own private extranet or combining a private
extranet with Internet access to off-net locations. Our customers can communicate and conduct
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transactions with multiple partners in a secure and managed environment, without having to spend lots
of time and money deploying expensive premises-based security. With a SAVVIS extranet, they can take
advantage of our networking capabilities, define who gets access to their community of users, and
determine their own set of rules. We offer a broad range of ATM-based QoS levels and advanced
network-based IP features, with security policies defined by the customer. The customer is in control,
secure in the knowledge that their extranet application is running on the SAVVIS Intelligent IP

NetworkS™. s

Intranet Solutions. Intranet communications are confidential, highly proprietary information that
need to be protected from competitors. Businesses need to maintain tightly controlled user rights and
privileges. Until now, however, businesses only had one choice: spend money on expensive, inflexible
traditional private networks, based on either frame relay or private lines. Today they have new choices.
Now they can get intranet solutions that combine the security and performance of private networking
with the flexibility and economy of the Internet. Once again, SAVVIS makes everything easy for them.
Customers just need to define whom they want to connect to, choose one of four different QoS levels,
and determine their bandwidth requirements. They won’t have to waste money or resources deploying
routers and firewall devices at each office location. SAVVIS will package everything into one simpie,
flexible bundled solution. In addition, customers can use the excess bandwidth of their local loop for
extranet or Internet access.

Internet Solutions. SAVVIS built its global Intelligent TP NetworkS™ for high performance and
reliability. Customer data speeds through a controlled, performance-guaranteed environment that
completely bypasses the congested public Internet exchange points. Through our PrivateNAPs™: their
data is directly connected, giving them the most direct route on the Internet and instantaneous access to
the world. SAVVIS offers a wide range of Internet access options, including DS1, DS3, OC3 and
Ethernet. Our customers are able to add new services easily or change existing applications by using the
excess bandwidth of their existing access circuit to add or change applications virtually instantaneously.

Managed Hosting Services

Whether businesses are deploying an e-business Web site, extranet or intranet, SAVVIS can help
create hosting and netwerking solutions that will grow with them. If they want to establish a Web
presence on the Internet quickly, ensure a high level of system availability and assure that their customers
and users have a positive experience, SAVVIS Intelligent Hosting™ is the answer. Intelligent Hosting>™
includes fully managing their hardware, operating systems and Web servers within our secure, reliable
data center environment and distributing traffic over our highly rated Internet backbone or over their
~ intranet or extranet.

Based on their business needs, they can choose other value-added options including database
management, load balancing, security services, back-up and recovery solutions, WebTrends(TM)
reporting and managed storage services (including business continuance and managed testing
environment). Our fully managed Intelligent Hosting®™ solutions eliminate the need for our customers
to monitor and manage hardware and operations, stay abreast of the latest software upgrades and
patches, and hire and train the personnel necessary to do the job. Additional services can then be added
as needed for a customized solution.

By selecting our hosting services, our customers are able to reduce capital expenditures for expensive
networking equipment, eliminate the expense of supporting their Internet servers and avoid having to
spend time and money on building a secure data center facility. Our customers get direct connectivity to
the SAVVIS network — giving them reliability, availability and security — with no local loop charges,
no routers or hubs charges and reduced staffing expenses. Also, we allow our customers to lease the
equipment necessary to build their site, which helps to further reduce capital costs and scale the site for
future business growth.

Access Alternatives

How a business connects to the Internet — speed, performance and security — can be crucial to its
success. SAVVIS offers a wide range of scalable Internet access methods ranging from fractional DS-1
through OC-3, and SAVVIS also supports Ethernet access. Whether a customer is using the Internet to
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conduct business communications or e-commerce, they’ll get Internet access that is of “mission critical”
caliber with SAVVIS. Down the road, if they decide they also need an intranet or extranet, they will not
need to design a whole new network. SAVVIS enables its customers to use the excess bandwidth of their
existing access circuit to add or change applications virtually instantaneously. SAVVIS Internet access
solutions include dedicated Internet connections (fractional DS1 through GC3). Our dedicated fractional
DS1 access gives customers Internet connection speeds from 128Kbps up to 1.544Mbps. DS3 gives them
speeds up to 45Mbps. And SAVVIS will support OC3 connectivity providing 155Mbps of bandwidth —
for high-volume businesses that need optimum connectivity 24 hours a days, seven days a week.

Set Usage At A Fixed Monthly Cost. SAVVIS Internet access options give customers control over
their usage and monthly cost. DS1 service is available in fractional increments from 128Kbps up to
1.54Mbps. DS3 service is available in fractional increments from 3Mbps up to 45Mbps. OC3 and OC12
services are sold on a case by case basis, until we install our fiber rings; then OC3, OC12 and OC48s will
be available as standard products.

Manage The Peaks And Flows Of Data Usage. If a customer’s bandwidth needs fluctuate throughout
the month, our burstable access option may be an attractive choice for them because {ill bandwidth is
available as they need it but they are billed based on their actual usage. With SAVVIS’ burstable Internet
access service, our customers are not required to pay for excess bandwidth that they don’t need.

Erhernet. For customers who feel comfortable operating in the 10/100 Mbps Ethernet environment,
SAVVIS Ethernet access serves as a cost-effective solution to support high volume Internet traffic from
a multiple user LAN or heavy data exchange from a Web server.

Sales and Marketing

We contact potential new customers through our direct sales force and our lead referral program.
Our direct salespeople together with our sales engineers develop sales proposals for potential new
customers. After a sale is completed and the services are implemented, the client solutions team assumes
the management of the customer relationship, handling support issues and selling additional services and
connectivity as the customer’s business grows.

- Direct Sales. Our direct sales force utilizes a ““solution selling” approach, qualifying the customer’s
IP networking and hosting requirements. We then bring in product and engineering experts to design the
final solution for the customer. Under this approach, we are able to manage the relationship effectively
with the customer while utilizing more specialized resources to ensure that the right solution is proposed
and implemented. All sales representatives take part in an extensive training program designed to
develop in-depth technical expertise so they can better understand customers’ complex networking needs
and develop customized solutions. In addition, they participate in “solution selling” training to teach
them the best techniques to qualify and sell the SAVVIS product line. We employ approximately seventy
people in ten major cities in the U.S. and approximately eighty representatives based in Herndon, VA
and St. Louis, MO. We also have small sales teams in Europe, Asia and Latin America, who are focused
on direct sales and engaging alternate distribution channels.

. Lead Referrals. We believe that additional content providers will be interested in establishing lead
referral programs. We seeck to enter into relationships with content providers to enable them to deliver
their services in a real-time, high quality manner and provide an incremental revenue opportunity
through a lead referral commission.

Alternate Channels. In addition to relationships with content providers, we are developing new
distribution arrangements with small to large partners, including SAIC, Primus and QuantumShift. To
help these companies compete in today’s changing market, our alternate channels strategy provides
companies with network infrastructure, sales and technical support and value added data services. Our
partners have web access to our lead referral program, free marketing materials and collateral and an
exclusive incentive promotion. Our channel partners will benefit by generating additional revenues,
providing a more complete service bundle and reduce customer churn. We have identified distribution
opportunities with Internet service providers, competitive local exchange carriers, and other
communications and Internet-related companies in the United States, Europe, Asia and Latin America.
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Client Solutions. Qur client solutions team is responsible for customer relationship management. The
team alerts customers when their bandwidth utilization approaches capacity and advises customers on
methods to improve the performance and security of their network using additional SAVVIS services.
This team is also able to cross-sell additional services to existing customers, such as advising on VPN and
managed hosting solutions.

Marketing. Our marketing programs are designed to build national and global awareness of the
SAVVIS brand name and its association with high performance, high quality VPN, Internet and managed
hosting services. We use brand awareness and direct marketing programs to generate leads, accelerate the
sales process, retain existing customers and promote new products to existing customers. Cur print
advertisements are placed in trade journals, newspapers and special-interest publications. We participate
in industry trade shows, from time to time. We also use direct mail, e-newsletters, widespread fax
distributions, surveys, telemarketing, Internet marketing, on-line and on-site seminars, collateral
materials, advertising, welcome kits and direct response programs to communicate with existing
customers and to reach potential new customers. Our marketing programs are targeted at information
technology executives, as well as senior marketing and finance managers. We closely track the impact and
effectiveness of our primary marketing programs.

Sales Force Automation. We use our proprietary sales force automation system to manage all
pre-sales communications with our prospective customers. All distribution and tracking of sales leads
occur through this system. Sales leads are imported from data sources such as corporate web sites,
telemarketing, direct mail and national advertising campaigns, and assigned regionally to the desktops of
the appropriate sales representatives. All contact with these prospects is documented in the sales force
automation system through every step of the sales cycle, from initial contact to contract receipt. In
addition, this system allows sales management to monitor the sales activity of their specific sales
representatives and generate sales forecasts based on that activity. Further, our sales force automation
system tracks all marketing communications with the prospective customers, allowing us to measure the
effectiveness of various collateral materials and marketing campaigns in an effort to maximize our
marketing dollars. Lastly, our sales people use our sales force automation system to track and manage
their personal sales prospects and to send customized packages of sales literature, brochures and faxes
directly from their computer desktops, thereby improving sales efficiency.

Customers

We currently provide services to approximately 1,500 customers. In September and October 2001 we
entered into five year agreements with Reuters and MoneyLine Telerate providing for aggregate
minimum revenue commitments of $566 million over the contract terms. These contracts replaced the
monthly revenue from the Bridge network services agreement, which we entered into on February 18,
2000. Bridge, which was our largest customer through the fall of 2001, represented approximately 55%
of our 2001 revenues. Reuters and MoneyLine Telerate represented approximately 12% and 6%
respectively in 2001. No other individual customer accounted for more than 5% of our revenues during
the year ended December 31, 2001. We also provide services to many financial service companies and
mid-sized organizations.

Our contracts with our customers are typically for one to three years in length. The Reuters and
MoneyLine Telerate contracts are five-year contracts. Many of our customer contracts contain service
level agreements that provide for service credits should we fail to maintain specified levels of quality.
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Customer Service

Our goal is to provide the highest level of customer service in the industry. We believe that high
quality customer service is critical to attracting and retaining customers and to satisfying the rapidly
growing data networking, hosting and Internet services needs of these customers. Cur comprehensive
approach to customer service and satisfaction includes a focus on:

e providing written guarantees of service quality;

o providing a choice of services, either standard or fully managed (i.e. outsourced management and
equipment included), and

e providing effective network management, monitoring and support for our customers’ data
networks.

We believe our network architecture, proprietary routing policies and industry leading service level
agreements provide our customers with very high service quality. We are able to offer our customers
different levels of service priority for their different data transmission needs over one high-quality
network. For example, e-commerce and real-time applications, such as market data delivery, voice service
and video conferencing can be assigned higher quality of service levels, while other applications, such as
e-mail, can be assigned a lower priority of service. By assigning the highest level of service only to
mission-critical or real-time applications, customers can lower their overall data services costs without
compromising their data networking requirements.

Customer Call Centers. Customer support personnel located in call centers in St. Louis, Missouri (24
hours a day, 365 days a year), London, England and Singapore handle service inquiries from our
customers from a single, uniform customer database. These personnel are organized in client teams and
are highly trained to identify and resolve customer issues rapidly and completely. A portion of our
customer call center support services are currently supplied to us by Reuters, a third party vendor,
however we plan to internalize these functions directly over the course of 2002. To track trouble tickets
and customer information, we use a proprietary management platform based on Vantive enterprise
software, a highly scaleable platform for problem tracking and customer record access and maintenance
that is easily accessible by personnel at all of our network operations centers. We use an integrated
client/circuit information database that allows our customer support personnel to quickly access a
customer’s profile from any of our support centers. In our local markets, we have outsourced field
technical services with firms who are experts in Internet protocol, Unix, NT and ISDN technology and
who are generally able to respond to customer requests within two hours.

Management, Monitoring and Maintenance. We provide our customers with detailed monitoring,
reporting and management tools that allow them to review their usage patterns, network availability,
outage events, latency and data loss. These tools allow our customers to evaluate the performance of our
service against our service level guarantee as well as review utilization and performance data to facilitate
their network planning and design activities.

Service Level Agreements. The consistent, reliable performance of the SAVVIS Intelligent IP
Network®™ enables us to provide effective service level agreements to our customers. We believe that
companies unable to support a commensurate level of predictable network performance will not be able
to provide service level agreements with value to the customer or will do so at substantial risk to their
own business.

SAVVIS Intelligent IP Network™™ Infrastructure

Overview

The SAVVIS Intelligent IP Network®™ reaches 45 countries, with facilities in 121 major cities,
including 64 international cities and 57 U.S. cities. Our network interconnects over 6,000 buildings
worldwide and is based on ATM, frame relay and Internet protocol technologies. In addition, our
network incorporates 13 PrivateNAPs™, which allows our Internet traffic to bypass the congested public
Internet access points.
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We have designed our network to enable us to offer our customers high speed, high quality services, as
well as a range of quality of service levels and multiple levels of redundancy. Cur network is designed with:

Open System Architectures. Our network is based on ATM, frame relay and Internet protocol
technologies. These are open systems networking protocols that are in widespread use in data
communications. Internet protocol is the most commonly used and fastest growing networking protocol
in the world. By carrying Internet protocol on our network, we generally allow our customers to connect
to their customers, suppliers and remote offices using equipment already installed in their networks and
the networks to which they connect. Additicnally, by using ATM and frame relay in our network, we
enhance network utilization and quality of service, and we are able to easily communicate with third party
networks for the delivery of traffic on and off our network without procuring special interface
technologies or devices.

Quality of Service Differentiation. Our network architecture allows us to offer and guarantee
different levels of service priority for customers’ different data transmission needs. For example,
e-commerce and real-time applications, such as voice, can be assigned the highest level of priority, while
other applicai ons, such as e-mail, can be assigned a lower priority of service. By offering a quality of
service differentiated product, we enable customers to select a price/performance combination that is
appropriate for their needs. Customer sites where we have deployed ATM devices at the customer
premises enable the customers to run multiple applications, such as Internet access, intranet and private
voice, over the same equipment and local access, thereby saving on local network transport and
equipment costs.

High Reliability. We utilize redundant circuits, switches and physical locations to substantially reduce
the effects of a single point of failure within our network. This redundancy, combined with our switching
and routing equipment, generally enables us to automatically rercute traffic when a failure occurs,
resulting in higher overall network performance and integrity. Our backbone switches also incorporate
high levels of equipment-specific redundancies, resulting in higher levels of availability than those found
in basic routing platforms. We also employ uninterruptable power supplies and/or electric generator
back-ups at each switching facility, designed to limit the impact of local power outages on our network.

Global Network Components
The components of our network include the following:

Switching Facilities. There are over 300 Lucent ATM and frame relay switches, providing a highly
redundant switch backbone deployed throughout the SAVVIS Intelligent IP NetworkSM, We have over
300 backbone routers installed and there are approximately 14,700 customer premise routers located in
office buildings and customer sites. Our switches are located in secure facilities, which provide highly
reliable, direct access to high-speed telecommunications infrastructure. In each switching facility, we rent
space, install networking equipment, including ATM or frame relay switches, routers and high-speed
analog and digital modems.

Backbone Capacity. Cur network is designed with a highly redundant backbone infrastructure,
including diversely routed long haul and local access connections from multiple carriers. We interconnect
our switching facilities through high speed lines leased from a variety of carriers, including Qwest
Communications International, Inc., MCI WorldCom, Inc. and Broadwing, Inc., QOur leased line
connections range in capacity from 45 Mbps through 620 Mbps in the U.S. and up to 155 Mbps
internationally. This backbone network has generally been established in ring architecture so that at least
two diverse paths exist between our switching facilities. The “fault tolerant” configuration of our network
allows data packets in ring architecture so that at least two diverse paths exist between our switching
facilities to travel on many alternate paths to connect points on our network.

PrivateNAPs™™. For our customers’ Internet traffic, we have built private network access points, or
PrivateNAPsS™, where we connect to the Internet backbones operated by Sprint Corporation, Cable &
Wireless plc and UUNET, an affiliate of MCI WorldCom. At each of our PrivateNAPs*™, we are
connected to these carriers through transit agreements that allow us to connect to their Internet networks
for a monthly fee. Since we are a paying customer of each of these Internet backbone providers, we
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believe we realize better response times, installation intervals, service levels and routing flexibility than
Internet service providers that rely solely on free public or private peering arrangements. We currently
operate 11 PrivateNAPs*™ in the U.S., one in London and one in Singapore. In addition, to enhance our
carrier redundancy, at each of our PrivateNAPs™, we connect to other Internet backbones through
peering arrangements where each party to the peering arrangement agrees to carry the other party’s
traffic for free. We have peering arrangements in place with a number of companies, including America
Online, Inc., Broadwing, DIGEX, Incorporated, Exodus Communications, Inc.,, Level 3
Communications, LLC, Inc. and Williams Communications Group, Inc. These peering arrangements
allow for settlement-free, direct connections between networks, where local access charges are generally
split evenly between the applicable parties. Smaller Internet service providers typically connect to our
network through transit agreements that allow them to connect to our network for a fee.

Our PrivateNAPSM architecture combined with our proprietary routing policies enables us to route
customer traffic directly onto the Internet backbone of its destination for a substantial portion of global
Internet addresses. This network architecture allows our customers’ Internet traffic to generally bypass
congested public Internet network access points, thereby reducing data loss and latency and improving
reliability and performance. In addition, customers directly connected to the same PrivateNAPSM
typically get one-hop access, meaning their data pass through only one router, when communicating with
each other, and two customers connected to different PrivateNAPs®™ typically enjoy two-hop access,
meaning their data pass through only two routers, when communicating with each other, in both cases
completely bypassing the public Internet

Managed Hosting. We have approximately 180,000 square feet of data center facilities located in St.
Louis, San Francisco, London, Toronto and Singapore. All of these facilities are served by high speed
connections for local access. These facilities are built to state-of-the-art levels with high availability,
mission-critical environments, including uninterruptable power supplies, back-up generators, fire
suppression, separate cooling zones and seismically braced racks. These facilities are accessible 24 hours
a day, 365 days a year, both locally and remotely, and have high levels of physical security.

SAVVIS Operations Centers

Our global network operations center located in St. Louis, Missouri, operates 24 hours a day, 365
days a year, and is staffed by our skilled technicians. We also have regional network operations centers
in London and Singapore. These regional centers operate for ensuring backup for the St. Louis facility.
From these SAVVIS operations centers, we remotely monitor the components of the SAVVIS Intelligent
IP Network®™, including our PrivateNAPs™, and perform network diagnostics and equipment
surveillance. The SAVVIS operations centers use sophisticated, proprietary network management
platforms based on the Lucent NavisCore, HP OpenView, and Nortel Optivity programs to monitor and
manage our switching facilities and our routers. Unlike most of our competitors, our entire global
network is managed by a single network management system for all SAVVIS products. This makes our
customer service uniform worldwide, and makes rolling out new products far easier than having to deal
with the myriad of legacy systems with which our competitors often have to contend.

Technology Overview

Private networks. Private networks typically comprise a number of private, leased lines that interconnect
multiple corporate locations. The advantages of private lines include quality, since capacity is reserved for the
exclusive use of the network owner, and security, since the owner’s data transmissions are not commingled
with those of other customers. Private line networks have been most popular in the U.S., where capacity
prices are lowest. While private lines are typically secure and reliable, they do not use network capacity
efficiently and are not flexible or scaleable as changes in network topology are implemented.

Shared networks. Until recently, prices for long-haul telecommunications capacity outside of the
U.S., particularly international capacity, were relatively expensive. Since the advent of data networking,
only users with extremely high capacity requirements invested in private networks in these locations.
Most other users employed shared networking technologies, whereby muitiple corporate locations would
be interconnected with the data network of a major telecommunications carrier or value-added network
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service provider for carriage to the appropriate destination. X.25 was an early open shared network
protocol that was designed to support mission-critical communications over analog networks. X.25 has
been extremely popular outside of the U.S., where until recently private line networks have remained
expensive, and in developing markets where the telecommunications infrastructure is sometimes
unreliable. X.25 contemplates extensive error detection and data recovery processes, which slows the
effective rate of transmission.

Today, ATM, frame relay and Internet protocol are driving the migration of traffic from private line
networks to shared networks and from older open protocols such as X.25 to newer architectures.

Frame Relay. Frame relay evolved from X.25 networks and today is widely used for applications such
as local area network-to-local area network communications. Unlike X.25, frame relay does not perform
any complex error detection or error recovery of data. As a result, it is a simpler and faster technology.
Frame relay circuits are effective tc create a network of interconnected sites because each site needs only
one link into the frame relay network to communicate with all other sites. Frame relay is less costly than
point-to-point private networks, and its software-defined “virtual circuits’’ make it easier to alter network
topology as connectivity requirements change. One limitation of the frame relay protocol is its
application for real-time services. Frame relay packets are variable in length, and as large data files transit
the network they can cause delays at key aggregation and switching points, often causing other traffic to
be delayed. These delays can materially degrade the quality of real-time services such as voice and video.

ATM. The ATM protocol was specifically designed to support the transmission of all types of
content, including data, videc and voice, over a single network. ATM generally has the ability to
prioritize cells to ensure that real-time data takes priority over less time-sensitive material when transiting
the network. This enables service providers to offer service guarantees with a greater degree of
confidence and facilitates the introduction of real-time services that are difficult under other protocols.

Additionally, ATM data cells are small and fixed in size, facilitating high-speed line transport at
speeds up to 2.5 billion bits per second. One limitation of ATM is that the benefits created by the small,
fixed nature of ATM cells also create incremental traffic on the network. Each cell requires its own
identification and addressing information, which is repeated in each of many individual ATM cells that
comprise a given data transmission. The replication of this “header” information generates additional
overhead for the network, requiring the network operator to provision additional transmission capacity.

Internet Protocol. Internet protocol is a simple, highly scaleable protocol that is a core element of the
architecture of the Internet and can be used across most network technologies in use today. Internet
protocol has also become the communications protocol of choice for the desktop and the local area
network, thus data networking over Internet protocol requires no protocol conversion, reducing
overhead and improving performance. The protocol does not distinguish among classes of traffic, which
limits its ability to deliver real-time services.

Our Network. We have built the SAVVIS Intelligent IP Network™™ to take advantage of the rapid
growth of Internet protocol in corporate networks, to offer customers the ability to run multiple applications
on a single network and to allow customers to choose the quality of service level which best meets their needs.
By building our network to run Internet protccol over ATM, we allow our customers to overcome the
limitations of Internet protocol and designate the level of priority to be accorded to their traffic.

Competition

The markets that we serve are intensely competitive. In addition, we expect to face significant
additional competition in the future from existing competitors and new market entrants. Many of our
competitors have greater financial, technical and marketing resources, larger customer bases, greater
name recognition and more established relationships in the industries that we operate in than we do.

We believe that a highly reliable network infrastructure, a broad range of quality products and
services, a knowledgeable sales force and the quality of customer support are the primary competitive
factors in our targeted markets and that price is generally secondary to these factors. We believe that we
presently are well positioned to compete favorably with respect to most of these factors. Our current and
potential competitors in our targeted markets include:
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VPN and Data Networking Companies. Several data networking companies such as Equant N.V.,
Infonet Services Corporation, Concert Management Services Inc. and Global One offer data networking
services to business customers worldwide. These services include ATM and frame relay, private line,
Internet access and network outsourcing. In addition, many competitors in the U.S. offer traditional data
communications services, such as AT&T, Sprint and WorldCom. These companies have significant
experience in offering tailored services and market their expertise in providing these services and related
technology.

Internet Service Providers. Our current and potential competitors in the market include Internet
service providers with a significant regional, national or global presence targeting business customers,
such as AT&T Corp., Cable & Wireless plc, Genuity, Sprint Corporation, and UUNET, a MCIWorldcom
affiliate. Many of these companies are developing Internet-based virtual private network services that
attempt to replicate some or all of the functionality of our VPN services.

Telecommunications  Carriers. Many large carriers, including AT&T Corp., British
"Telecommunications plc, Cable & Wireless ple, WorldCom, Inc., Deutsche Telekom AG and Sprint
Corporation, offer data networking and Internet access services. They compete with us by bundling
various services such as local and long distance voice, data transmission and video services to their
business customers. We believe that there is a move toward horizontal integration by telecommunications
companies through acquisitions of or joint ventures with Internet service providers to meet the Internet
access and data networking requirements of business customers. Accordingly, we expect to experience
increased competition from these telecommunications carriers.

Managed Hosting Competitors. There are more limited competitors in the managed hosting market,
including Digex, a MCIWorldcom affiliate, and Exodus as the two primary players. Other carriers and
Internet service providers are also entering the managed hosting market, including AT&T, Sprint and
Qwest. Many of these competitors have struggled in providing managed hosting services, and have been
more focused on colocation services until this year.

Regulatory Matters

Overview

The following section describes laws and regulatory developments that we believe are currently
applicable to our business. It does not cover all present or pending federal, state, local or foreign
regulations affecting the communications industry.

Regulatory Amaﬂysis by Service Type

We offer three general categories of services and products today, which we market under various
different trade names: Managed [P, High Bandwidth Internet Access and Managed Hosting.

Managed IP. The core of our managed IP services business is providing managed data networking
services to corporate customers. The managed data networking services that we provide are generally
characterized as data transmission services or value added services for licensing purposes. We are
authorized by law or by individual license or a general authorization obtainable by simple notification or
declaration by an automatic “‘class™ license to provide these services in all countries in which we expect
to generate significant revenue from managed IP services, including the United States, Canada, France,
Germany, Italy, the United Kingdom, Australia, Hong Kong, Japan, and Singapore.

High Bandwidth Internet Access. The high bandwidth Internet access services that we offer generally
do not require any authorization beyond those required for managed data networking services and value
added services. In many countries, Internet services are less heavily regulated than other enhanced data
services. In the United States, for instance, no individual authorization is currently required for provision
of Internet access. However, because Internet and IP technology is so new, regulations concerning
Internet access remain ill defined or in flux in many countries, including in the United States. Further,
voice over the Internet or voice over IP (collectively referred to as “VOIP”) may be regulated as
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traditional voice service in certain countries. Moreover, countries that today impose few restrictions on
the provision of Internet services, including VOIP, may, in the future, adopt rules regulating VOIP
services similarly to basic voice telecommunications services. In addition, there is a risk that customers
may attempt to use our network to access the Internet in countries that may prohibit or restrict such
access or, after accessing the Internet, may create or view content or engage in other activities that certain
countries may wish to prohibit or restrict. We may limit this risk by discontinuing such access if measures
are taken or threatened by the pertinent authorities to restrict the use of our network for these purposes.

Managed Hosting. The managed hosting services that SAVVIS currently provides in the United
States and other foreign countries are generally not considered telecommunications service. Qur data
center facilities are designed to ensure a secure environment in which customers locate mission critical
networking hardware, which enables us to provide value-added hosting management and service options
including server management, operating system management, colocation, hardware management and
space and environmental provisioning. In most countries, hosting is a relatively new product offering and
therefore regulations do not specifically address it.

In the United States and abroad we deliver our services over leased facilities. We do not have current
plans to purchase, own and operate our own fiber. The regulatory regime for facilities-based carriers in
the United States and in many foreign countries may differ from that of providers which use leased
facilities. Therefore, if in the future we elected to acquire our own dark fiber to provide our services we
would need to evaluate the regulatory implications. In some cases, we may be required to obtain
additional licenses and authorizations.

With respect to all of our current services, we do not foresee the emergence of any significant
regulatory issues that will prevent us from selling any of them in accordance with our business plan.
However, we cannot guarantee that governments will not institute laws and regulations that may impact
the provision of these services.

US Regulatory Matters

QOur existing and planned data networking, Internet and hosting operations are not actively regulated
by the Federal Communications Commission (“FCC”) or any other government agency of the United
States at the present time, other than regulations that apply to businesses generally.

Federal Regulatory Matters. The Telecommunications Act of 1996 distinguishes between
telecommunications services, which are regulated at the federal level by the FCC, and information
services, which are not currently regulated by the FCC. This Act defines “telecommunications services”
as “transmission, between or among points specified by the user, of information of the user’s choosing,
without change in the form or content of the information as sent and received.” This Act defines
“information services” as “the offering of a capability for generating, acquiring, storing, transforming,
processing, retrieving, utilizing, or making available information via telecommunications.” The
provisioning of telecommunications services on a common carrier basis requires FCC authorization, as
well as contributions to the federal universal service fund (‘“USEF”’) based on interstate and international
revenues. Providers of telecommunications services on a private carrier basis are not required to obtain
a specific authorization, but are required to make USF contributions based on international and interstate
telecommunications revenues. Intrastate telecommunications services are subject to regulation by the
relevant state public utility commission and may be subject to licensing requirements, tariffs, and/or
subsidy mechanisms.

Certain services may have components of both “‘telecommunications” and “information.” In its 1998
Report to Congress on Universal Service the (“Stevens Report”), the FCC identified such services as
“hybrids,” defined as “‘services in which a provider offers a capability for generating, acquiring, storing,
transforming, processing, retrieving, utilizing or making available information via telecommunications,
and as an inseparable part of that service transmits information supplied or requested by the user.” The
FCC has determined that certain hybrid services are exempt from federal regulation.

We believe that the products and services we offer, whether on a facilities or resale basis, largely
qualify as information services as defined by the Telecommunications Act or exempt hybrid services as
classified by the FCC and thus are not subject to federal regulation. There remains some uncertainty at
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the FCC regarding the distinction between information and telecommunications services. Moreover,
while we provide these services on a resale basis today, we may elect to acquire the capability to provide
certain of theses service on a facilities basis. in the future. If so, we will need to consider at that time
whether such services would qualify as regulated services under the Telecommunications Act. Moreover,
there is also some risk that the FCC could determine that our products and services as currently provided
required specific authorization or are subject to USF obligations or other regulations. In such case, we
may be required to obtain such authorizations, make such payments and/or comply with other regulatory
obligations.

With respect to universal service, in the Stevens Report, the FCC stated that “in those cases where
an Internet service provider owns transmission facilities, and engages in data transport over those
facilities in order to provide an information service, we do not currently require it to contribute to
universal service mechanisms.” The FCC also explained that while it may be “advisable” to require
facilities-based ISPs to contribute, it would refrain from doing so because of “significant operational
difficulties associated with determining the amount of an Internet service provider’s revenues to be
assessed for universal service purposes and with enforcing such requirements.” These same operational
difficulties and enforcement problems could also theoretically apply to other types of facilities-based
enhanced data service providers.

Subsequently, at least one federal appeals court has found that, when an ISP owns the transmission
facilities, it provides “telecommunications” services as defined in the 1996 US Telecommunications Act.
In response partially to that decision, the FCC has taken a number of steps to address the regulatory
status of access to the Internet over cable and other facilities. Accordingly, the FCC continues to consider
whether or not facilities-based providers of Internet access services should be required to unbundle the
“information” portion from the “telecommunications” portion of their services. If the FCC adopts such
a requirement, all facilities-based ISPs could be required to contribute to the USF based on revenues
derived from providing the telecommunications services underlying provision of their information service
offerings. To the extent that we elect to become or are deemed to be a facilities-based ISP, we would
therefore be required to make these USF contributions.

There are numerous proceedings pending before the FCC regarding the appropriate regulatory
classification of broadband Internet access services, and other data transmission services. Although the
FCC has tentatively concluded that broadband wireline Internet access services are “information
services”, there is no guarantee that the FCC will adopt this tentative conclusion, or that the FCC will not
impose regulatory obligations on providers of broadband Internet access services, such as USF
contribution requirements. Even if the tentative conclusion is adopted, it is unclear what affect such a
ruling would have on the regulatory classification of our data networking services.

Further, the FCC is considering revising the methodology for assessment and recovery of USF
contributions. The FCC is reviewing whether to assess contributions based on the number and capacity
of connections provided to the public network, rather than based on a percentage of end-user
telecommunications revenues. This could lead to the elimination of the requirement that private carriers
which operate private networks contribute to the USF fund based on telecommunications revenues.
However, there is no guarantee that the FCC will adopt this proposal, and even it if it did, it is unclear
whether or not private network operators will be required to contribute to USF in some other manner.

Services offered over the Internet or using Internet protocol may present distinct regulatory issues.
Advancements in technology are increasingly narrowing the distinctions, from a customer’s perspective,
between traditional or basic telecommunications services and Internet protocol or Internet based
services, and thus may lead regulators to reassess their treatment of such services. The regulatory
classification and treatment of some of these services has not been resolved authoritatively in the United
States, at either the federal or state levels, and it is possible that various internet-related services will be
subject to prior authorization and to as yet undefined terms and conditions under which such
authorizations may be granted.

There also is some uncertainty about the regulatory status of voice services provided over data
networks. In the Stevens Report, for instance, the FCC concluded that some of the services currently
offered over the Internet, such as phone-to-phone IP telephone  services, may be functionally
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indistinguishable from traditional telecommunications service offering, and that their non-regulatory
status may have to be reexamined. Therefore, there is some risk that Internet telephony and other voice
services that we might offer in the future could be subject to regulation, including requirements to make
USF contributions, and that those services could be treated similarly to voice services provided over
conventional circuit-switched network facilities for purposes of making payments to local telephone
companies for origination and termination of call and for other purposes.

State Regulatory Matters. States also regulate telecommunications services, including through
certification of providers of intrastate services, regulation of intrastate rates and services offering, and
other regulations. The Telecommunications Act prohibits state and local governments from enforcing any
law, rule or legal requirement that prohibits or has the effect of prohibiting any person from providing
any interstate or intrastate telecommunications services. Under the Telecommunications Act, states
retain jurisdiction to adopt regulations necessary to preserve universal services, protect public safety and
welfare, ensure the continued quality of communications services and safeguard the rights of consumers.
Accordingly, the degree of state involvement in local telecommunications services may be substantial.
Furthermore, states generally give municipal authorities responsibility over the access to rights-of way
franchises, zoning, and other matters of local concern, which means that localities may also have
involvement in the regulation of the telecommunications industry.

Because SAVVIS bundies its data transmission services with information services, we do not believe
our services are regulated at the state level for similar reasons that our services are not regulated by the
FCC. However, very little case law exists on the regulation of information or hybrid services at the state
level. As such, it is less clear as to how most states currently regulate these types of services. However,
generally, state public utility commissions have followed federal interpretations in this area and few of
our competitors in the enhanced data service providers industry have obtained state certifications.

Future Federal and State Developments. We do not believe we are currently subject to direct
regulation by the FCC or any other federal or state governmental agency, other than regulations that
apply to all business organizations. However, the FCC and state regulators continue to review their
regulatory positions on the usage of the basic network and communications facilities by the Internet
companies. Moreover, various existing U.S. federal and state regulations are currently the subject of
judicial proceedings, legislative hearings and administrative proposals which could change, in varying
degrees, the manner in which the telecommunications industry operates. We cannot predict the outcome
of these proceedings, or the impact they may have on the telecommunications or information services
industries generally, or on us particularly. In addition, we cannot assure you that future legislative,
regulatory or judicial changes in the United States or other countries in which we operate will not have
a material adverse impact on our business. To the extent that future regulatory licenses or permissions
are necessary or useful for us to provide our services, however, we will seek to obtain those licenses and
permissions and do not believe that such applications will be denied or we would face processing delays
that will have a material adverse effect on us. Moreover, if new regulations are imposed on our industry,
or existing regulations are extended to cover our industry, these regulations will almost certainly also
apply to all similarly situated parties offering comparable services, including our competitors.

Intermational Regulatory Matters

World Trade Organization Agreement and its Implications. In December 1993, 54 countries during the
Uruguay Round of World Trade Organization (“WTO”) negotiations made commitments to permit market
access for Value-Added Services. On February 15, 1997, 69 countries at the WTO reached an agreement to
liberalize basic telecommunications services. This Agreement on Basic Telecommunications Services (the
“BAT”) formally entered into force, binding the signatory countries, on February 5, 1998. Since then, the
number of signatories has increased to over 80. Before the agreement came into force, only 17 percent of the
world’s top 20 global markets were open to U.S. firms; now, measured by annual sales, U.S. companies have
gained access to over 95% of global telecommunications markets, according tc the International
Telecommunications Union. Despite the enactment of the BAT, regulatory obstacles continue to exist in a
number of signatory countries. First, some signatory countries made only limited commitments in terms of the
services that they were willing to liberalize and the timeframe in which they were willing to do so. Second,
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some less developed signatory countries are not well prepared for competition or for effectively regulating a
liberalized market; gaining the requisite experience and expertise is likely to be a long and difficult process.
Finally, even in the more liberalized countries, there remains considerable “post-liberalization red tape,” such
as complicated licensing rules, foreign ownership limits, high fees and undeveloped competition and
interconnection safeguards. Overall, we believe that the BAT, and its implementation by the signatory
countries, offers us significant opportunities to provide our services to and from these countries.

SAVVIS® International Operations and Authorizations. Our major regional markets outside the
United States consist of Canada, the European Union and the Asia Pacific Rim. As is true in the United
States, the market for our managed IP VPN, Internet access and managed hosting services in each of the
major economies within these regions are now open to foreign competition, including Canada, France,
Germany, Italy, the United Kingdom, Australia, Hong Kong, Japan, and Singapore. We believe that we
are authorized to provide our services as an independent operator under the applicable
telecommunications regulations in each of these countries.

As in the United States, no specific license or authorization is required to provide our services in
Australia, France, and the United Kingdom. In Canada, we hold a Class A License for the Provision of
Basic International Telecommunications Services; no specific license is required to provide domestic
services. In Hong Kong, we hold a Public Non-Exclusive Telecommunications License. In Japan, we hold
a Special Type II Telecommunications Business License. In Singapore, we hold a Services-Based
Operator (Individual) License. In the countries of Germany and Italy we have complied with notification
requirements.

Most other countries that we believe represent significant revenue potential have opened their
markets to our data networking and Internet access services, although authorization is required in many
of them. We are authorized in Argentina, Austria, Belgium, Brazil, Chile, Denmark, Finland, Greece,
Ireland, Luxembourg, the Netherlands, New Zealand, Norway, Poland, Puerto Rico, Spain, Sweden,
Switzerland, and Taiwan to provide data networking and Internet access services. Of these countries, in
Belgium, Denmark, Finland, New Zealand, Norway, Puerto Rico, and Switzerland, no individual license
is required. In Argentina, we hold a Provision of Data and Value Added Services License. In Brazil we
hold a Specialized Network Services License. In Chile, we hold an Intermediate Concession License for
Value Add Services. In Ireland we hold a Basic Telecommunications License. In Spain, we hold a
General Type C Authorization. In Taiwan, we hold a Type II Telecommunications License. In the
countries of Austria, Greece, Luxembourg, Netherlands, Poland and Sweden we have complied with
notification requirements.

In other countries, including Bahamas, Bermuda, Colombia, India, Indonesia, Mexico, Panama,
Philippines, South Korea, and Turkey, we own network equipment but are not currently authorized to
offer data networking and Internet access services directly. With respect to each of these countries other
than South Korea, regulatory and market access barriers prevent us from providing services directly to
customers. Our business plan does not contemplate selling significant services in any of these countries
in the near term. Therefore, we do not believe that our inability to offer services directly to customers
in these countries is significant. We are, however, able to provide certain services through licensed
distributors. We are currently seeking authorization to offer services directly in South Korea, and
although we expect to obtain the necessary approvals, we cannot assure you when or if we will obtain any
of these approvals. However, because our business plan does not contemplate selling significant services
in South Korea in the near term, we do not believe that our inability to offer services directly to
customers there is significant.

In addition, we face regulatory and market access barriers in countries in which we do not operate
but in which we have an option to purchase network assets from MoneyLine Telerate that we did not
already acquire in the Bridge asset transfer. In some of these countries, we are currently unable to offer
services due to regulatory barriers restricting foreign competition. These countries include Bahrain,
China, Kuwait, Saudi Arabia, Thailand, and the United Arab Emirates. As these countries liberalize their
telecommunications markets, we may elect to seek the authorizations necessary to acquire and operate
the network assets in order to provide services. Our business plan does not contemplate selling services
in these closed markets to customers in the near term. Therefore, we do not believe that our inability to
access these markets is significant.
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In a few countries where we have an option to purchase the network assets from MoneyLine
Telerate that we did not already acquire in the Bridge asset transfer, regulatory conditions now permit
us to acquire these assets and provide services to customers, upon obtaining proper governmental
authorizations. Consequently, we are in the process of seeking regulatory approvals to offer services in
Hungary and Malaysia. Although we expect to obtain the necessary approvals to provide services to
customers in these countries in the near future, we cannot assure you that we will obtain any of these
approvals. As our business plan does not contemplate selling significant amounts of services in these
markets in the near term, we do not believe that the failure to obtain the authorizations in these countries
will be significant.

In most jurisdictions around the world, we may provide services only after first establishing a
corporate presence, by way of the incorporation of a subsidiary or the registration of a branch or
representative office. In each country where we provide services currently we have established such a
local presence where such a presence is legally required and will do so in any other jurisdiction we may
elect to enter in the future with a similar requirement.

Specific Country and Regional Regulations.

Canada. Communications services in Canada are governed by the Telecommunications Act of 1993
and administered by the Canadian Radio-Television and Telecommunications Commissicn (“CRTC).
This Act requires that providers of international telecommunications services obtain a license; however,
no specific license is required to provide domestic telecommunications services. SAVVIS has obtained a
Class A License for the Provision of Basic [nternational Telecommunications. With respect to facilities,
an entity that wishes tc own or operate a transmission facility to provide telecommunications services to
the public for a fee must qualify as a common carrier. Because Canada has not fully liberalized its
telecommunications market, common catriers may not be owned and controlled by foreign persons.
Currently, we provide our services in Canada over lines leased from authorized providers. We do not
anticipate becoming a facilities-based provider in Canada in the near term, and therefore we do not
believe that the common carrier restrictions are significant tc us. However, were we to acquire
transmissions facilities in Canada on an Indefeasible Right of Use (“IRU”) basis, we do not believe that
that would constitute owning or operating a facility as defined by the Canadian Telecommunications Act
and interpreted by the CRTC. Therefore, even in that case, we do not believe we would be required to
qualify as a common carrier in order to use such facilities to provide our services in Canada.

European Union. Over the last decade, the European Union has established a comprehensive and
flexible regulatory system, culminating in the full liberalization of telecommunications networks and
services effective on January 1, 1998. By that date, ten European Union member countries adopted a fully
liberalized telecommunications regime. By December 31, 2000 five more had conformed. All 18
European Union member countries were obligated to incorporate the principles set forth in the EU
legislation into their respective domestic legal frameworks. However, the impact of the European Union
directives has been affected in some cases by delayed or inadequate implementation, as well as the
irregular enforcement by the domestic regulatory authorities of some European Union member states. In
addition, new market entrants have encountered cumbersome licensing and reporting requirements,
difficulty negotiating interconnection agreements and obtaining local loops, and burdensome
requirements concerning data protection and privacy.

Telecommunications services are liberalized in varying degrees in European countries that are not
EU members. As a matter of practice, Switzerland and Norway conform their regulatory frameworks to
the European Union model. In countries such as Poland and Hungary, the markets are open to varying
degrees, although certain market access barriers continue to exist.

United Kingdom. The Telecommunications Act of 1984 provides the regulatory framework for the
provision of telecommunications services in the United Kingdom, our largest single market in terms of
revenue within the European Union. The authorization regime established by this Act is largely
infrastructure based, meaning that systems or facilities are licensed; services are generally exempted from
individual license requirements. Accordingly, with minor exceptions, regulatory treatment under this Act
does not hinge on whether the license applies to data or voice. SAVVIS provides its services over
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international private leased circuits (“IPLCs”) and leased local loops which are not connected to the
public switched network and, as such, is not required to obtain an individual license. Our services are
provided under the Telecommunications Services Class License. This Class License authorizes the
provision of fixed telecommunications services of any description, other than international voice services,
broadcasting and conditional access services. The class license allows us to connect our network to
essentially any other licensed system and to provide commercial services to third parties from up to
twenty premises. Internet access services are not subject to additional service-specific regulation.

Asia-Pacific Rim. The last decade has witnessed dramatic changes across the Asia-Pacific Rim as
emerging markets have begun to open their economies to trade and competition. The Asia-Pacific
Economic Cooperation (“APEC”), established in 1989 in response to the growing interdependence
among Asia-Pacific economies, has become the primary vehicle for promoting open trade and economic
cooperation in the region. APEC includes over 20 member countries, including the United States. With
respect to telecommunications, degrees of liberalization vary significantly among the APEC members.
Australia and New Zealand have fully liberalized the sectors. While Japan, Singapore, Taiwan, Malaysia
and South Korea have opened their markets to foreign competition, one or more factors, such as
complicated and time-consuming regulatory procedures, lack of complete independence of regulators,
and continued governmental ownership of incumbent operators, impose costs on new market entrants,
restricting competition. China, India, Indonesia, the Philippines and Thailand continue to restrict direct
foreign investment in the telecommunications sector to minority ownership or prohibit it all together.

Latin America. Use of the Internet is growing rapidly throughout Latin America, due in large part
to the introduction of competition and the lifting of foreign ownership constraints in the major markets
of Argentina, Brazil and Chile. Individual licenses are generally required throughout the region in order
to provide data networking and Internet access services. In Mexico, market barriers remain — regulator
not truly independent, incumbent with monopoly-like powers, foreign ownership limitations — and thus
complicate our ability to provide services directly to our customers. The United States is currently
pursuing at the WTO its complaint against Mexico for failing to comply with its obligations to provide
foreign access to its telecommunications market under Mexico’s WT'O commitments.

Middle East/Africa. The telecommunications market in much of the Middle East and Africa remains
largely closed to foreign competition in a wide range of services. In addition, some governments impose
strict content restrictions and hold the network service providers liable for content that runs over the
network. In recent years, South Africa has taken steps to lift certain barriers to foreign competition,
although the incumbent continues to exercise monopoly-like power in certain sectors.

Other Pertinent Regulatory Developments

The laws and regulations relating to the liability of Internet access providers for information carried
on or disseminated through their networks are currently unsettled both in the United States and abroad.
Several private lawsuits seeking to impose liability on online services companies and Internet access
providers are pending in US courts. The imposition of the potential liability on us and other Internet
access providers for information carried on or disseminated through our systems could require us to
implement measures to reduce our exposure to this liability, which may in turn require the expenditure
of substantial resources or the discontinuance of various service offerings. The costs of defending against
any claims and potential adverse outcomes of these claims could have a material adverse effect on our
business.

In addition, because of the increased popularity and use of the Internet, additional laws and
regulations are being and will likely continue to be adopted at the federal, state, and local levels, as well
as in the foreign countries in which we operate, governing such issues as privacy, consumer protection,
child protection, intellectual property, libel, taxation, mass circulation of unsolicited e-mail, gambling,
pornography, law enforcement and national security, among others. The implementation of any such
legislation could result in direct or indirect regulation of service providers such as ourselves. In that case,
it is likely that we would have to implement additional policies and procedures, and incur additional costs,
designed to assure our compliance with the particular legislation.
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Intellectual Property

We do not own any patents or registered trademarks except for our business name and several
product and service names. We have also registered various Internet domain names in the United States
and United Kingdom in connection with the SAVVIS corporate website. In addition, we have applied for
patents and trademark protection for various other products and services. We do not hold any material
licenses, franchises or concessions. We enter into confidentiality and invention assignment agreements
with our employees and consultants and control access to and distribution of our proprietary information.

Employees

As of December 31, 2001, we employed 566 full-time persons, 255 were engaged in engineering,
operations and customer service, 256 in sales and marketing, and 55 in finance and administration. None
of our employees are represented by a labor union, and we have not experienced any work stoppages to
date. We consider our employee relations to be good.
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RISK FACTORS

In connection with the safe harbor provisions of the Private Securities Litigation Reform Act of 1995,
set forth below are cautionary statements identifying important factors that could cause actual events or
results to differ materially from any forward-looking statements made by or on behalf of us, whether oral
or written. We wish fo ensure that any forward-looking statements are accompanied by meaningful
cautionary statements in order to maximize to the fullest extent possible the protections of the safe harbor
established in the Private Securities Litigation Reform Act of 1995. Accordingly, any such statements are
qualified in their entirety by reference to, and are accompanied by, the following important factors that
could cause actual events or results to differ materially from our forward-looking statements.

Risks related to Qur Business

The loss of either of our two largest customers, who represent appmxﬁmately 75% of our revenues,
would have a material adverse effect om our business.

Reuters and MoneyLine Telerate account for approximately 75% of our revenue in 2001. The
service agreements each contain minimum revenue commitments. However, material defaults by us
under the agreements or failure by us to maintain the service level commitments could lead to reductions
of these minimum commitments and/or termination of the agreements. In addition, a business downturn
that negatively impacted either Reuters or MoneyLine Telerate could also lead to a reduction of their
minimum commitments. The loss of either of these customers, or a significant reduction in either’s
minimum revenue commitments, would materially reduce our revenues which, to the extent not offset by
cost reductions or new customer additions, would materially reduce our cash flow. Furthermore, Reuters
owns 51% of a joint venture company which competes directly with SAVVIS and which was formed to
be Reuters preferred network partner. If that company develops and deploys network technologies which
allow for the reliable transmission of real-time IP data, Reuters could migrate business from SAVVIS to
its joint-venture company which would materially reduce our revenues.

Our limited history, and the fact that we onfy recently began offering data networking and hosting
services, makes it difficult for you to evaluate our performance.

Although we began commercial operations in 1996, we only began offering data networking and
hosting services in 2000. We expect to generate a substantial portion of our revenues from these services
in the future. In addition, many of our executive officers and key technical employees joined us in late
1999 and in 2000, and we have adopted our business strategies recently. Because of our short operating
- history, you have very limited operating and financial data about us upon which to base an evaluation of
our performance and prospects and an investment in our common stock. Therefore, you should consider
and evaluate our prospects in light of the risks and difficulties frequently encountered by rapidly growing
companies, particularly companies in the rapidly evolving data networking, Internet access and hosting
markets.

We expect to continue to incur substamtial net losses.

We incurred losses of approximately $46.7 million, $164.9 million and $288.9 million in 1999, 2000
and 2001 and had negative cash flows from operating activities of $24.5 million, $79.8 million and $41.9
million in these years. We expect to incur significant net losses before extraordinary items at least through
2003.

We are controiled by parties whose interests may not be aligned with youss.

Investment partnerships sponsored by Welsh, Carson, Anderson & Stowe (“Welsh Carson™)
currently own approximately 56% of our outstanding voting stock, On March 18, 2002, in order to obtain
additional funding for our operations, we issued $158.1 million of our 11.5% convertible preferred stock
to investment partnerships sponsored by, and individuals affiliated with, Welsh Carson. The preferred
stock is convertible into our common stock at $0.75 per share, which was the closing bid of our common
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stock the day prior to the execution of the securities purchase agreement. The Welsh Carson affiliates
have the right to appoint the majority of the Board of Directors. The terms of the preferred stock contain
provisions related to registration rights, pre-emptive rights and premiums in change of control situations
which among other factors could result in decisions concerning our operations or financial structure that
may present conflicts of interest between the Welsh Carson affiliates and our other stockholders.

We depend on key persommel. If we are umable to hire and retain qualified personmel; we may be
unable to implement our business strategy effectively.

Our future performance depends to a significant degree on the continued contributions of our
management team, sales force and key technical personnel. In particular, we depend on Robert
McCormick, our Chairman of the Board and Chief Executive Officer. Mr. McCormick was appointed
Chief Executive Officer in November 1999. In addition, our business plan contemplates the significant
expansion of our field sales organization and the retention of our established inside sales, marketing and
product management staff. The industries in which we compete are characterized by a high level of
employee mobility and aggressive recruiting of skilled personnel. As a result, we may have difficulty in
hiring and retaining highly skilled employees. Our future performance depends on our ability to attract,
retain and motivate highly skilled employees. In the event of a change of control at our company, the
outstanding and unvested options held by some of our officers and other key employees will vest, under
certain circumstances, which may make retaining such officers and key employees more difficult.

Failures in our metwork or with the metwork operatiens center could disrupt our ability to previde our
data networking, internet access and hosting services, which could harm our business and imerease our
capital costs.

Our ability to successfully implement our business plan depends upon our ability to provide high
quality, reliable services. Interruptions in our ability to provide our data networking, Internet access and
hosting services to our customers could adversely affect our business and reputation. Qur operations
depend upon our ability to protect our equipment and network infrastructure, including connections to
our communications transmission, or backbone, providers, and our customers’ data and equipment,
against damage from natural disasters, as well as power loss, telecommunications failure and similar
events. The occurrence of a natural disaster or other unanticipated problem could result in interruptions
in the services we provide to our customers and could seriously harm our business and business prospects.

If our estimates regardinmg our traffic levels are mot correct, we may have too much or too little
capacity in a given period.

We rely on other carriers to provide several data transmission services. We generally lease or
purchase data transmission capacity before we have secured customers. Our leased or purchased capacity
costs are typically fixed monthly payments based on the capacity made available to us. Qur failure to
correctly estimate transmission capacity could increase the cost or reduce the quality of our services.
Underestimation of traffic levels could lead to a shortage of capacity, requiring us to lease or purchase
more capacity, which may be at unfavorable rates, or could lead to a lower quality of service because of
increased data loss and latency. Overestimation of traffic levels, because our traffic volumes decrease or
do not grow as expected, would result in idle capacity, thereby increasing our per-unit costs.

We have experienced customer turnover im the past and may continue to do so im the future. If we
comtinue to experience customer turnover without a corresponding growth in new customers, our
busimess may be adversely affected.

Customer turnover in the Internet access business is high. Customer loss results in loss of future
revenue from subscribers who discontinue or reduce their services. Customer loss occurs for several
reasons, such as voluntary disconnection by subscribers who choose to switch to a competing service and
termination by Internet access providers for nonpayment of bills or abuse of the network. We have
experienced customer turnover in the past and as our subscriber base grows and the industry matures, our
customer loss may continue or even increase. In addition, due to the downturn in the technology and
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Internet sector of the economy, we may see increased customer turnover as these customers reduce their
operations or cease to do business. If, in the future, we were to lose a large number of customers without
signing contracts with new customers, there could be an adverse impact on our business.

Qur brand is net as well known as some of cur competitors. Failure to develop brand recognition
could hurt our ability to compete effectively.

We need to strengthen our brand awareness to realize our strategic and financial objectives. Many
of our competitors have well-established brands associated with the provision of data networking,
Internet access and hosting services. The promotion and enhancement of our brand also will depend in
part on our success in continuing to provide high quality Internet access services and in providing high
quality data networking and hosting services. We cannot assure you that we will be able to maintain or
achieve these levels of quality.

Any breach of security of our network could negatively impact our business.

Our network may be vulnerable to unauthorized access, computer viruses and other disruptive
problems caused by customers, employees or others. Computer viruses, unauthorized access or other
disruptive problems could lead to interruptions, delays or cessation of service to our customers and these
customers’ end users. Unauthorized access also could potentially jeopardize the security of confidential
information stored in the computer systems of our customers, which might result in our liability to our
customers, and also might deter potential customers. We may be unable to implement security measures
in a timely manner or, if and when implemented, these measures could be circumvented as a result of
accidental or intentional actions. In the past, security measures employed by others have been
circumvented by third parties. Eliminating computer viruses and alleviating other security problems may
require interruptions, delays or cessation of service to our customers and these customers’ end users. Any
breach of security on our network may result in a loss of customers and damage to our reputation.

We may not be able to meet the obligations under our service level agreements.

We have service level agreements with all of our Internet access and collocation customers in which
we provide various guarantees regarding our levels of service. In addition, the network services
agreements with Reuters and MoneyLine Telerate require levels of service and we offer service level
agreements to other data networking customers. If we fail to provide the levels of service required by
these agreements, our customers may be entitled to terminate their relationship with us or receive service
credits for their accounts. If Reuters, MoneyLine Telerate or a significant number of other customers
become entitled to exercise, and do exercise, these rights, our revenues could be materially reduced.
We may make acquisitions or enter inte joint ventures or strategic ailiances, each of which is
accompanied by inhereat risks.

If appropriate opportunities present themselves, we may make acquisitions or investments or enter
into joint ventures or strategic alliances with other companies. Risks commonly encountered in such
transactions include:

o the difficulty of assimilating the operations and personnel of the combined companies;

¢ the risk that we may not be able to integrate the acquired services, products or technologies with
our current services, products and technologies;

s the potential disruption of our ongoing business;
s the inability to retain key technical and managerial personnel;

e the inability of management to maximize our financial and strategic position through the successful
integration of acquired businesses;

e increases in reported losses as a result of charges for in-process research and development and
amortization of goodwill and other intangible assets; :
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o the adverse impact on our annual effective tax rate;

o difficulty in maintaining controls, procedures and policies; and

o the impairment of relationships with employees, suppliers and customers as a result of any
integration.

Numerous factors may cause fluctuations in our quarterly revemues and operating results, as well as
impact our long-term viability.

QOur quarterly revenues and operating results have fluctuated in the past and are likely to fluctuate
significantly from quarter to quarter in the future due to a number of factors. These factors inciude the
following:

o demand for and market acceptance of our data networking, Internet access and hosting services;

o the timing and magnitude of capital expenditures, including costs relating to the expansion of
operations;

o increasing sales, marketing and other operating expenses;

o the compensation of our sales personnel based on achievement of periodic sales quotas;
o our ability to generate revenues for our services;

e changes in our revenue mix between usage-based and fixed rate pricing plans; and

o fluctuations in the duration of the sales cycle for our services.

Other factors, which are beyond our control, may also affect us, including:

o conditions specific to the data networking, Internet access and hosting services industries, as well
as general economic factors;

o the announcement or introduction of new or enhanced services by our competitors;
o our ability to obtain, and the pricing for, local access connections; and,
o changes in the prices we pay Internet backbone providers.

)
Accordingly, we believe that period-to-period comparisons of our results of operations are not
meaningful and should not be relied upon as indications of future performance. In addition, these factors
may impact our long-term viability.

It is possible that in some future periods our results of operations may fall below the expectations
of investors. In this event, the price of our common stock may fall. You should not rely on
quarter-to-quarter comparisons of our results of operations as an indication of future performance.

We may be liable for the material that content providers distribute over our network.

The law relating to the liability of private network operators for information carried on or
disseminated through their networks is currently unsettled. We may become subject to legal claims
relating to the content disseminated on our network. For example, lawsuits may be brought against us
claiming that material on our network on which one of our customers relied was inaccurate. Claims could
also involve matters such as defamation, invasion of privacy and copyright infringement. Content
providers operating private networks have been sued in the past, sometimes successfully, based on the
content of material. If we need to take costly measures to reduce our exposure to these risks, or are
required to defend curselves against such claims, our business could be adversely affected.
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Risks related to Our Industry

Data and VPN networking, dedicated access and hosting services are mew and rapidly growing
markets, but this growth may not continue.

According to International Data Corporation, Forrester Research, Meta Group, and Infonetics,
leading independent research firms, the market for data networking and VPN’s, Internet access, and
hosting services has been growing rapidly. If these markets do not grow as expected, or our anticipated
share of that market does not grow as expected, our revenues could be less than expected.

In addition the market for VPN’s and hosting are in an early stage of growth. As a consequence,
current and future competitors are likely to introduce competing services, and it is difficult to predict the
rate at which the market will grow or at which new or increased competition will result in market
saturation. We face the risk that the market for VPN networking and hosting may fail to develop or may
develop more slowly than we expect, or that our services may not achieve widespread market acceptance.
Furthermore, we may be unable to market and sell our services successfully and cost-effectively to a
sufficiently large number of customers.

The current general economic downturn is adversely affecting our industry.

In the last 24 months, the U.S. economy has suffered a sharp decline. The telecommunications
industry has been particularly hard hit by this downturn. We, like many telecommunications companies,
have seen our stock price fall dramatically, and our ability to raise additional funding in the public and
private markets was severely limited. Many of our customers have reduced their expenditures for
telecommunications services, including our services, and in some cases delayed decisions to roll out our
services or decisions to make initial evaluations of our services. Some of our customers, which are startup
or emerging businesses themselves, have experienced a sharp decline in their businesses. We may
experience difficulty in the future with respect to the collections of receivables. Some of our vendors are
also telecommunications companies and are also experiencing difficulties. A continuation of this
economic downturn, and the results thereof, could have a material adverse effect on our business.

Our ability to compete for internet access business may be weakened if the problems of internet
congestion, transmission delays and data loss is resolved.

If the Internet becomes subject to a form of central management, or if Internet backbone providers
establish an economic settlement arrangement regarding the exchange of traffic between data networks,
the problems of congestion, latency and data loss addressed by our Internet access services could be
largely resolved and our ability to compete for business in this market could be adversely affected.’

The markets for data networking, internet access and hosting are highly competitive, and we may not
be able to compete effectively.

The markets for data networking, Internet access and hosting services are extremely competitive,
and there are few significant barriers to entry. We expect that competition will intensify in the future, and
we may not have the financial resources, technical expertise, sales and marketing abilities or support
capabilities to compete successfully in these markets. Many of our existing Internet access data
networking and hosting competitors have greater market presence, engineering and marketing
capabilities and financial, technological and personnel resources than we do. As a result, as compared to
us, our competitors may:

e develop and expand their networking infrastructures and service offerings more efficiently or more
quickly;

e adapt more rapidly to new or emerging technologies and changes in customer requirements;
s take advantage of acquisitions and other opportunities more effectively;

* develop products and services that are superior to ours or have greater market acceptance;
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o adopt more aggressive pricing policies and devote greater resources to the promotion, marketing,
sale, research and development of their products and services;

o make more attractive offers to our existing and potential employees;
° establish cooperative relationships with each other or with third parties; and

o more effectively take advantage of existing relationships with customers or exploit a more widely
recognized brand name to market and sell their services.

Our competitors include:

° backbone providers that may provide us connectivity services, including AT&T, Cable & Wireless
plc, GTE Internetworking, Sprint Corporation and MCIWorldcom;

e global, national and regional telecommunications companies, including regional Bell operating
companies and providers of satellite bandwidth capacity; and

o global, national and regional Internet service providers.

We expect that new competitors will enter the data networking, Internet access and hosting markets.
Such new competitors could include computer hardware, software, media and other technology and
telecommunications companies, as well as satellite and cable companies. A number of
telecommunications companies and online service providers currently offer, or have announced plans to
offer or expand, their data networking services. Further, the ability of some of these potential competitors
to bundle other services and products with their data networking services could place us at a competitive
disadvantage. For example, Reuters Group plc, a news and financial information distributor, and Equant
N.V,, an international telecommunications provider, formed a joint venture for the purposes of offering
Internet protocol network services to the financial services industry. Various companies are also
exploring the possibility of providing, or are currently providing, high-speed data services using
alternative delivery methods, including the cable television infrastructure, direct broadcast satellites, all
optical networks, gigabit ethernet, wireless cable and wireless local access. In addition, Internet backbone
providers may benefit from technological developments, such as improved router technology, that will
enhance the quality of their services.

Our failure to achieve desired price levels could impact our ability to achieve proffitability or positive
cash flow.

We expect competition and other factors to continue to cause pricing pressure in the markets we
serve. Prices for IP VPN’s and Internet access and services have decreased significantly in recent years,
and we expect significant price declines in the future. In addition, by bundling their services and reducing
the overall cost of their services, telecommunications companies that compete with us may be able to
provide customers with reduced communications costs in connection with their data networking, Internet
access or hosting services, thereby significantly increasing pricing pressure on us. We may not be able to
offset the effects of any such price reductions even with an increase in the number of our customers,
higher revenues from enhanced services, cost reductions or otherwise. In addition, we believe that the
data networking and VPN’s and Internet access and hosting industries are likely to continue to encounter
consolidation in the future. Increased price competition or consolidation in these markets could result in
erosion of our revenues and operating margins and could prevent us from becoming profitable.

New technologies could displace our services or render them obsolete.

New technologies or industry standards have the potential to replace or provide lower cost
alternatives to our Internet access services, data networking and hosting services. The adoption of such
new technologies or industry standards could render these services obsolete or unmarketable. For
example, these services rely on the continued widespread commercial use of the set of protocols, services
and applications for linking computers known as Internet protocol. Alternative sets of protocols, services
and applications for linking computers could emerge and become widely adopted. Improvements in
Internet protocol could emerge that would allow for the assignment of priorities to data packets in order
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to ensure their delivery in the manner customers prefer, as well as other improvements, which could
eliminate one advantage of the ATM architecture of our network. We cannot guarantee that we will be
able to identify new service opportunities successfully and develop and bring new products and services
to market in a timely and cost-effective manner, or that products, software and services or technologies
developed by others will not render our current and future services non-competitive or obsolete. In
addition, we cannot assure you that our current and future services will achieve or sustain market
acceptance or be able to address effectively the compatibility and interoperability issues raised by
technological changes or new industry standards. If we fail to anticipate the emergence of, or obtain
access to, a new technology or industry standard, we may incur increased costs if we seek to use those
technologies and standards or our competitors that use such technologies and standards may use them
more cost-effectively than we do.

The data networking amd imternet access industries are highly regulated in many of the countries in
which we plan to provide services, which could restrict our ability to conduct business internationally.

We are subject to varying degrees of regulation in each of the jurisdictions in which we provide
services. Local laws and regulations, and their interpretation and enforcement, differ significantly among
those jurisdictions. Future regulatory, judicial and legislative changes may have a material adverse effect
on our ability to deliver services within various jurisdictions.

National regulatory frameworks that are consistent with the policies and requirements of the World
Trade Organization have only recently been, or are still being, put in place in many countries. Many
countries are still in the early stages of providing for and adapting to a liberalized telecommunications
market. As a result, in these markets, we may encounter more protracted and difficult procedures to
obtain licenses and negotiate interconnection agreements.

Our operations are dependent on licenses and authorizations from governmental authorities in most
of the foreign jurisdictions in which we operate or plan to operate. These licenses and authorizations
generally will contain clauses pursuant to which we may be fined or our license may be revoked. Such
revocation may be on short notice, at times as short as 30 days’ written notice to us. We may not be able
to obtain or retain the licenses necessary for our operations.

Adoption or modification of government regulations relating to the internet couid harm our business.

There is currently only a small body of laws and regulations directly applicable to access to or
commerce on the Internet. However, existing laws have been applied to Internet transactions in a number
of cases. Moreover, due to the increasing popularity and use of the Internet, international, national,
federal, state and local governments may adopt additional laws and regulations that affect the Internet.
The nature of any new laws and regulations and the manner in which existing and new laws and
regulations may be interpreted and enforced cannot be predicted accurately. The adoption of any future
laws or Tegulations might decrease the growth of the Internet, decrease demand for our services, impose
taxes or other costly technical requirements or otherwise increase the cost of doing business on the
Internet or in some other manner have a significantly harmful effect on us or our customers. The U.S.
government and/or state governments also may seek to regulate some segments of our activities as it has
with basic telecommunications services and/or make changes in the methodology for assessment and
recovery of universal contributions. Moreover, the applicability to the Internet of existing laws governing
intellectual property ownership and infringement, copyright, trademark, trade secret, obscenity, libel,
employment, personal privacy and other issues is uncertain and developing. We may also be required to
implement costly technologies and procedures in order to comply with national security or law
enforcement measures. We cannot predict accurately the impact, if any, that future laws and regulations
or changes in laws and regulations may have on our business.

Risks related to Our Common Stock

Our commen stock may be delisted from the NASDAQ National Market if we are unable to
maintain a stock price above $1.00 per share.

In order to continue being listed on the Nasdaq National Market, our common stock must maintain
a closing bid price of $1.00 per share. March 18, 2002 was the last day on which the closing bid price of
our common stock was $1.00. If our closing bid price remains below a $1.00 for 30 consecutive trading
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days, and if the closing bid price is not at least $1.00 for ten consecutive days within the next 90 calendar
days, Nasdag may delist our common stock from the Nasdag Naticnal Market. We may consider a
reverse stock split in the future to increase the trading price of our common stock, however, there can
be no assurance that the closing bid of our common stock will remain above $1.00 even then. If our
common stock were delisted, there would be a reduction in the market liquidity for our common stock.
Such a reduction in liquidity wouid likely reduce our ability to raise capital and would have a significant
negative impact on our business plans and operations, including our ability to acquire new businesses and
develop new products. If our common stock were not listed or guoted on another market or exchange
an investor would find it more difficult to dispose of, or to obtain accurate quotations for the price of our
common stock. Additionally, if our common stock is delisted from the Nasdaq National Market and we
fail to obtain listing or quotation on another market or exchange, broker-dealers may be less willing or
able to sell and/or make a market in our common stock.

A significant number of our shares have registration rights or are eligible for resale and bridge will
shortly distribute its savvis holdings to its secured creditors. this could reduce our stock price and
impair our abifity to raise funds im new stock offerings.

We have approximately 94 million shares of common stock outstanding as of March 18, 2002.
Approximately 211 million common shares are issued pursuant to the conversion of our 11.5%
convertible preferred stock and approximately 16 million shares of common stock could be issued
pursuant to the exercise of outstanding warrants. [n addition, dividends on our 11.5% convertible
preferred stock accrete quarterly, will also be convertible into shares of our common stock at $0.75 per
share and will be added to the outstanding amount of our 11.5% convertible preferred stock and accrue
additional dividends. This will result in a substantial increase in the number of shares of common stock
into which the 11.5% convertible preferred stock is convertible. The holders of the preferred and the
warrants are entitled to registration rights under those agreements. Additionally, Bridge will shortly
distribute approximately 45 million shares of SAVVIS common stock to its secured creditors, all of which
will be freely tradable. Sales of substantial amounts of shares of our common stock in the public market,
or the perception that those sales will occur, could cause the market price of our common stock to
decline. Those sales also might make it more difficult for us to sell equity and equity-related securities in
the future at a time and at a price that we consider appropriate.

Our certificzte of incorporation, bylaws and delaware law contain provisions that could discourage @
takeover.

Our certificate of incorporation and Delaware law contain provisions which may make it more
difficult for a third party to acquire us, including provisions that give the board of directors the power to
issue shares of preferred stock. In addition, the terms of our 11.5% convertible preferred stock provide
that the holders thereof are entitled to a premium in the event of a change of control.

We have also chosen to be subject to Section 203 of the Delaware General Corporation Law, which
prevents a stockholder of more than 15% of a company’s voting stock from entering into business
combinations set forth under Section 203 with that company.

item 2. Properties.

Our executive offices are located in St. Louis, Missouri and Herndon, Virginia which consist of an
80,000 square foot facility with a ten year lease that is set to expire in 2010. We lease facilities for our sales
offices and network equipment in a number of metropolitan areas. We own a 100,000 square foot data
center in Hazelwood, Missouri on property leased from Reuters for 99 years renewable for one additional
period of 99 years. We lease 34,000 square feet in San Francisco, California for our data center and,
35,000 square feet in Boston, Massachusetts that may be used for a future data center for which both
leases expire in 2010.

We believe that our existing facilities, including the additional space, are adequate for our current
needs and that suitable additional or alternative space will be available in the future on commercially
reasonable terms as needed.
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Item 3. Legal Proceedings.

In June 2000, SAVVIS entered into a series of agreements to acquire approximately $30 million of
telecommunications equipment and related services with Winstar Wireless, Inc. (“Winstar™), the
purchase of which was financed by Winstar. In addition, Winstar agreed to purchase from SAVVIS
certain Internet services.

On April 17, 2001, SAVVIS provided notice to Winstar that a material breach had occurred under
the agreements relating to Winstar’s installation of the wireless equipment components and accordingly,
terminated agreements relating to equipment purchase and installation. On April 18, 2001, Winstar filed
for bankruptcy protection under Chapter 11 of the Bankruptcy Code. The Company to date has not
performed all obligations to Winstar, nor has Winstar performed all of its obligations to the Company.
In addition, in March 2001, the Company ceased making payments on the note issued to it by Winstar
to finance the equipment purchase.

On September 25, 2001, Winstar filed suit in the US Bankruptcy Court for Delaware seeking a total
of approximately $38 million from the Company for the repayment of the note payable and professional
services liabilities, which includes a refund of $8.5 million of Internet services prepaid by Winstar. In turn,
we have filed proof of claim with the court overseeing the Winstar bankruptcy proceeding in the amount
of approximately $19 million. The court has agreed to refer the dispute to arbitration. We believe we have
substantial defenses to the suit.

Item 4. Submission of Matters to a Vote of Security Holders.

No matters were submitted to a vote of the shareholders during calendar year 2001.
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PART 1

Item 5. Market for Registrant®’s Common Equity and Related Stockholder Matters.
(a)(1) Market Price of Common Stock.

Our common stock, $.01 par value per share, has been quoted on the Nasdaq National Market under
the symbol “SVVS” since our initial public offering on February 15, 2000. Prior to February 15, 2000,
there was no established trading market for our shares of common stock. As of March 15, 2002, there
were approximately 797 holders of record of our common stock. The following table lists, on a per share
basis for the periods indicated, the high and low closing sale prices for the common stock as reported by
the Nasdaq National Market:

Quarter Ended High Low

March 31,2000 ........ .. it $24.63 $15.94
June 30,2000 ........ ... 17.13 10.88
September 30,2000 .......... ..., 14.75 7.69
December 31,2000 ....... ..., 8.00 0.81
March 31,2001 ... i $ 344 $ 0.44
June 30,2001 ......... . 1.99 0.25
September 30,2001 ................ ... ... 1.01 0.65
December 31,2001 ......... ... ... 0.85 0.44

We have not declared or paid any cash dividends on our common stock since our inception. We do
not intend to pay cash dividends on our common stock in the foreseeable future. We anticipate we will
retain any earnings for use in our operations and the expansion of our business. [n addition, we are
restricted from paying dividends by the terms of our financing arrangements.

(2)(2) Recent Sales of Unregistered Securities

On March 18, 2002, the Company issued $158.1 million of its 11.5% Series A Convertible Preferred
Stock in exchange for $57.5 million in cash and all of the outstanding principal and interest on its 10%
Senior Secured Convertible Notes due 2006 and its 12% Senior Secured Convertible Notes due 2005.
Dividends on the Series A Preferred Stock will accrue quarterly and be added by accretion to the
accreted value of the Series A Preferred Stock outstanding. The preferred stock was issued without
registration under the Securities Act of 1933 in reliance on the exemption from registration contained in
Rule 506 of the rules promulgated under the Securities Act of 1933, and the issuances were effected
without the use of an underwriter. The preferred stock is initially convertible into 210,760,000 shares of
common stock, at a conversion price of $0.75 per common share, and is entitled to vote on all matters
{(other than any voluntary repurchase of the preferred stock) submitted to the common stockholders on
an as-if-converted basis, representing approximately 69% of the voting stock of the Company. See note
14 to the consolidated financial statements for additional disclosure.

On February 16, 2001, we entered into a securities purchase agreement and certain related
agreements and documents with two investment entities sponsored by Welsh Carson and several
individuals affiliated with Welsh Carson. Pursuant to the terms of the securities purchase agreement, the
Welsh Carson entities and affiliated individuals agreed to purchase $20 million aggregate principal
amount of our 10% convertible senior secured notes due 2006. On May 16, 2001 we entered into a
securities purchase agreement with Reuters Holdings Switzerland SA. Pursuant to that agreement, we
issued $37.5 million principal amount of our 12% convertible senior secured notes due 2005. All of the
outstanding principal and accrued interest on both the 10% and 12% convertible senior secured notes
were exchanged for our 11.5% series A convertible preferred stock on March 18, 2002. The notes were
issued without registration under the Securities Act of 1933 in reliance on the exemption from
registration contained in Section 4(2) of the Securities Act, and the issuances were effected without the
use of an underwriter.
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Cn January 2, 2001, we granted options to purchase 231,500 shares of our common stock to our
employees at $0.9375 per share. All of these options were granted pursuant to our stock option plan.
Between January 23, 2001 and December 31, 2001 we granted options to purchase 5,769,603 shares of our
common stock at prices ranging from $0.375 to $3.31 per share. The options, granted between January
23, 2001 and December 31, 2001, lapsed on January 23, 2002. These option grants were effected in
transactions not subject to, or exempt from, the registration requirements of the Securities Act of 1933,
and these transactions were effected without the use of an underwriter.

During the fiscal year ended December 31, 2001, proceeds of approximately $0.06 million were
generated from the exercise of options for 126,163 shares of our common stock. There were no
underwriting discounts, commissions or significant expenses attributable to these proceeds. All of the
options had been granted under our stock option plan. We issued the shares in reliance on the exemption
from registration provided by Rule 701 under the Securities Act of 1933.

Item 6. Selected Financial Data.

The following information should be read in conjunction with “Management’s Discussion and
Analysis of Financial Condition and Results of Operations”, “Business”, and our consolidated financial
statements and related notes included elsewhere in this report. We derived the selected historical
consolidated financial data presented below from our audited consolidated financial statements. We
began commercial operations in 1996.

On April 7, 1999, Bridge acquired all our equity securities and accounted for this acquisition as a
purchase transaction. Since the purchase transaction resulted in our company becoming a wholly owned
subsidiary of Bridge, SEC rules required us to establish a new basis of accounting for the purchased assets
and liabilities. The accounting for the purchase transaction has been “pushed down” to the financial
statements of SAVVIS. Therefore, the purchase price has been allocated to the underlying assets
purchased and liabilities assumed based on the estimated fair market values of these assets and liabilities
at the acquisition date. As a result of the application of fair value accounting, intangibles, goodwill, other
liabilities and stockholders’ equity were increased in the SAVVIS consolidated balance sheet. The
consolidated balance sheet data as of December 31, 2001 and December 31, 2000 and the consolidated
statement of operations data for the year ended December 31, 2001 and 2000 and the period from April
7, 1999 through December 31, 1999 reflect our acquisition by Bridge and are labeled *“Successor.” The
financial data for the periods prior to the acquisition are labeled “‘Predecessor.”

On September 10, 1999, Bridge sold in a private placement approximately 25% of its equity
ownership in SAVVIS to existing shareholders of Bridge, at which time Welsh Carson purchased from
Bridge a 12% interest in SAVVIS. On February 28, 2000, Bridge completed the sale of an additional 6.25
million shares of SAVVIS common stock to Welsh Carson at $24 per share, for a total cash consideration
of $150 million. As of March 18, 2002, Welsh Carson and Bridge owned approximately 56% and 16% of
our outstanding common stock, respectively.

The initial public offering of our common stock was completed on February 18, 2000. A total of
14.875 million shares were sold by us in the offering at $24 per share. We received net proceeds from this
transaction of approximately $333 million, of which approximately $121 million was paid to Bridge for the
IP network, as described below, and $6 million for debt reduction.

Simultaneous with the completion of the public offering, we purchased or subleased Bridge’s global
Internet protocol network assets. The final purchase price of the assets (at Bridge’s carrying value), after
the determination for and reconciliations of the specific assets purchased, was approximately $77 million,
of which approximately $52 million was paid from the offering proceeds. We also paid a $69 million
preferential distribution to Bridge. Additionally, we assumed capital lease obligations of approximately
$25 million related to these network assets.

We calculate adjusted EBITDA as consolidated loss before depreciation and amortization, taxes,
interest income and expense, equity based non-cash compensation, asset impairment and other write
down of assets and restructuring charges. We have included information concerning adjusted EBITDA
because our management believes that in our industry such information is a relevant measurement of a
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company’s financial performance and liquidity. Adjusted EBITDA is not determined in accordance with
accounting principles generally accepted in the United States of America, is not indicative of cash used
by operating activities and should not be considered in isolation or as an alternative to, or more
meaningful than, measures of operating performance determined in accordance with accounting
principles generally accepted in the United States of America. Additionally, our calculation of adjusted
EBITDA may not be comparable to similarly titled measures of other companies, as other companies
may not calculate it in a similar manner.
Predecessor Suceessor

Period From  Peried From
Year Ended December 31, Jamuwary 1 Aprit 7 To
To April 6, December 31,
1997 1998 1999 199% 2000 2001

{dollars in thousands, except share amounts)

STATEMENT CF '
OPERATIONS DATA:

Revenues:
Managed IP ............ $ — 3 — 8 — % — $ 151,733 § 197,852
Managed hosting ........ 1,991 10,772
Internet access .......... 2,395 12,827 5,303 17,501 30,551 30,694
Other ................. 363 847 137 1,048 2,049 3,477
Total Revenues ......... 2,758 13,674 5,440 18,549 186,324 242795
Direct costs and operating
expenses:
Data communications and
operations (1) ......... 11,072 20,889 6,371 21,183 211,750 236,336
Sales and marketing (2) . .. 1,777 8,155 2,618 9,924 33,892 35,241
General and administrative
() I 3,353 4,090 2,191 8,906 24,361 37,106
Depreciation and
amortization .......... 631 2,288 817 14,351 60,511 88,079

Asset impairment and
other write-downs of

assets ... ... —_ — 1,383 — 2,000 89,633
Restructuring charges . ... — — — — — 4,821
Non-cash equity-based

compensation ......... — — — 1,500 14,459 _ 15,254
Total direct costs and ,

operating expenses . . ... 16,833 35,422 13,380 55,864 346,973 506,470

Loss from operations ...... (14,075) (21,748) (7,940) (37,315) (160,649) (263,675)
Interest expense, net ....... (482) (100) (135) (1,302) (4,202) (25,221)

Loss before income taxes,
minority interest and

extraordinary item . ...... (14,557) (21,348) (8,075) (38,617) (164,851) (288,896)
Minority interest in losses,

net of accretion ......... 547 147) — — — —
Extraordinary gain on debt

extinguishment, net of tax . — 1,954 — — — —
Netloss ................. $ (14010) § (20,041) $§ (8075 $ (38617) $ (164,851) $ (288,896)
Net loss attributable to

common stockholders .... $§ (14,161) § (22,666) $§ (9,025) $ (38617) $ (164,851) § (288,896)
Basic and diluted net loss per

share before extraordinary

item ...l $ (38) § (42) $ (14) 3% (54) $ (1.89) $ (3.10)
Extraordinary gain on debt

extinguishment, net of tax . — .03 — — — —
Basic and diluted loss per

common share .......... $ (38) §$ (39) § (14) $ (54) $ (1.89) $ (3.10)
Weighted average shares

outstanding ............ 36,904,108 58,567,482 66,018388 72075287 87343896 93,113,823
OTHER FINANCIAL

DATA:
Adjusted EBITDA ........ $ (12897) § (17,653) $ (5740) 3 (21464) $ (83,679) § (65.889)
Capital expenditures ....... 697 1,688 275 837 152,193 24,085
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Predecessor Successor

Peried From  Period From
Year Ended December 31, January 1 Aprit 7 Te

To April 6, December 31,
1997 1998 1999 1999 2000 2001

(dollars in thousands, except share amounts)

Cash used in operating

activities ............... (10,502) (20,560) (6,185) (18,273) (79.,800) (41,9006)
Cash used in investing

activities ............... (697) (2,438) (275) (837) (153,193) (24,085)
Cash provided by financing

activities ............... 12,024 24,121 4,533 21,383 262,835 48,204

(1) excluding $.2 million, $1.9 million and $2.1 million of equity-based compensation for the 1999 Successor period, 2000 and 2001,
respectively

(2) excluding $.5 million, $5.0 million and $6.8 million of equity-based compensation for the 1999 Successor period, 2000 and 2001,
respectively

(3) excluding $.8 million, $7.6 million and $6.4 million of equity-based compensation for the 1999 Successor period, 2000 and 2001,
respectively

As a result of the transactions discussed in Note 14 of the consolidated financial statements, the
Company’s financial position changed significantly including a reduction of debt by $165.6 million, a
reduction of payables by $39.3 million and an increase in cash position by $18.3 million. Additionally, the
Company recognized an extraordinary gain of approximately $61.1 million related to the extinguishment
of debt. The following summary financial information includes an unaudited pro forma column to
illustrate the balance sheet at December 31, 2001 as if all the transactions had occurred on December 31,
2001. The unaudited pro forma summary financial information has been adjusted to reflect the impact of
these transactions. This information is for illustrative purposes only and is not meant to be indicative of
actual results that might have been achieved or results that might be attained in the future.

As of December 31,

Predecessor Successor
159 2063 200% Pro Forma 2001

- - (unaudited)
BALANCE SHEET DATA:
Cash and cash equivalents .. $ 1,398 $ 2,521 $ 2,867 $ 32,262 $ 14,405 $ 32,687
Goodwill and intangibles, net — 1,406 26,250 13,974 2,772 2,772
Total assets .............. 4,313 11,663 39,296 438,622 255,640 259,918
Debt and capital lease

obligations ............. 8,814 2,759 29,958 199,610 259,504 93,083

Preferred stock ........... — - — — —_ 157,013
Redeemable preferred stock . 5,261 36,186 — —_ — —
Stockholders’ equity (deficit) (14,903) (33,197) (2,766) 116,930 (156,586) 64,235

Item 7. Management’s Discussion and Analysis of Financial Conditionr and Results of Operations.

The following discussion contains, in addition to historical information, forward-looking statements
that involve risks and uncertainties. Qur actual results may differ significantly from the results discussed
in the forward-looking statements. You should read the following discussion together with our
consolidated financial statements and the related notes to those financial statements that are included in
Part II, Item 8 of this Form 10-K, beginning on page F-1 of this report.

Overview

SAVVIS is a growing provider of high quality, high performance IP VPN, Managed Hosting and
Internet related services to medium and large businesses, multinational corporations and Internet service
providers. To provide our Internet access services, we use the SAVVIS Intelligent IP Networks™, a data
communications network that uses our twelve PrivateNAPs®™ and our proprietary routing policies to
reduce data loss and enhance performance by avoiding the congested public access points on the Internet.
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SAVVIS began commercial operations in 1996, offering Internet access services to local and regional
Internet service providers. Our customer base has grown from 15 customers at the end of 1996 to
approximately 1,500 at December 31, 2001.

On April 7, 1999, SAVVIS was acquired by Bridge in a stock-for-stock transaction that was
accounted for as a “purchase transaction” under Accounting Principles Board Opinion No. 16. Since the
purchase transaction resulted in our Company becoming a wholly owned subsidiary of Bridge, SEC rules
required us to establish a new basis of accounting for the assets purchased and liabilities assumed. As a
result, the purchase price has been allocated to the underlying assets purchased and liabilities assumed
based on estimated fair market value of these assets and liabilities on the acquisition date, and the
difference between the purchase price and the fair market value was recorded as goodwill. The
accounting for the purchase transaction has been “pushed down” to our financial statements. The impact
of the acquisition on our balance sheet, as a result of the application of fair value accounting, was to
increase intangibles, goodwill, other liabilities and stockholders’ equity. As a result of the acquisition and
the “push down” accounting, our results of operations following the acquisition, particularly our
depreciation and amortization, are not comparable to our results of operations prior to the acquisition.

The initial public offering of our common stock was completed in February 2000. A total of 17
million shares were sold in the offering; 14.875 million shares sold by the Company and 2.125 million
shares sold by Bridge, all at $24 per share. The Company received net proceeds from this offering of
approximately $333 million. Simultaneously, with the completion of the initial public offering, we
acquired Bridge’s global Internet protocol network for total consideration of approximately, $77 million,
plus a payment representing a preferential distribution to Bridge of approximately $69 millijon. The
purchase has substantially increased our depreciation and amortization.

At that time, the Company entered into a 10-year network services agreement with Bridge under
which the Company was to provide managed data networking services to Bridge. SAVVIS’ initial
network service fees were based upon the cash cost to Bridge of operating the network as configured on
October 31, 1999, adjusted for changes to the network and the associated personnel related to Bridge’s
network requirements through February 17, 2000. Our fees for additional services provided following
February 17, 2000, were set for a three-year term based on an agreed price schedule.

Because the amounts paid to us under the network services agreement for the services provided over
the original network acquired from Bridge were based upon the cash cost to operate the original network,
the provision of such services did not have an impact on our cash flows from operations. However, due
to amortization and depreciation expenses relating to the network, the provision of services under the
network services agreement resulted in the Company incurring losses from operations.

On February 15, 2001, Bridge (which represenied approximately 55% of our total revenues for the
year ended December 31, 2001) filed a voluntary petition for relief under Chapter 11 of Title 11 of the
United States Code, 11 U.S.C. Sections 101 et seq. in the United States Bankruptcy Court (the
“Bankruptcy Court”) for the Eastern District of Missouri. The monthly revenues from Bridge have been
fully replaced by the Reuters and MoneyLine Telerate agreements and the Company no longer provides
any services to Bridge.

Critical Accounting Policies

We have identified the policies below as critical to our business operations and the understanding of
our results of operations. The impact and any associated risks related to these policies on our business
operations is discussed throughout Management’s Discussion and Analysis of Financial Condition and
Results of Operations where such policies affect our reported and expected financial results. For a
detailed discussion on the application of these and other accounting policies, see Note 1 in the Notes to
the Consolidated Financial Statements in Item 14 of this Annual Report on Form 10-K. Note that our
preparation of this Annual Report on Form 10-K requires us to make estimates and assumptions that
affect the reported amount of assets and liabilities, disclosure of contingent liabilities at the date of our
financial statements, and the reported amounts of revenue and expenses during the reporting period.
There can be no assurance that actual results will not differ from those estimates.
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Valuation of Long-Lived Assets—The Company periodically evaluates the estimated carrying value
of long-lived assets, including intangible assets, goodwill and property and equipment, whenever events
or changes in circumstances indicate that the carrying amount may not be recoverable. An impairment
in the carrying value of an asset is recognized when the expected future operating cash flows to be derived
from the asset are less than its undiscounted carrying value. In addition, the Company’s evaluation
considers non-financial data such as market trends, product and development cycles, and changes in
management’s market emphasis. During 2001, the Company recognized asset impairment charges of
$89.6 million primarily related to equipment.

Revenue Recognition—Service revenues consist primarily of Managed IP networks, Managed
Hosting and Internet access service fees, which are fixed monthly amounts, and are recognized in the
financial statements when earned during the life of the contract. For all periods, any services billed and
payments received in advance of providing services are deferred until the period such services are earned.
In December 1999, the Securities and Exchange Commission issued Staff Accounting Bulletin No. 101
(“SAB 101), “Revenue Recognition in Financial Statements”, which provides guidance on the
recognition, presentation and disclosure of revenue in financial statements. The effect of implementation
of SAB 101 was not material to the consolidated financial statements. The current portion of installation
and equipment costs deferred in accordance with SAB 101 is recorded on the balance sheet in other
assets. Such costs are recognized on a straight-line basis over periods of up to 24 months, the estimated
period over which the related revenues from installation and equipment sales are recognized.

Concentrations of Credit Risk—Financial instruments that potentially subject the Company to
concentrations of credit risk consist principally of accounts receivable. The Company periodically reviews
the credit quality of its customers and generally does not require collateral.

Employee Stock Options—The Company accounts for employee stock options in accordance with
Accounting Principles Board Opinion No. 25 (“APB No. 25”), ”Accounting for Stock Issued to
Employees.“ Under APB No. 25, the Company recognizes compensation cost based on the intrinsic value
of the equity instrument awarded as determined at the measurement date. The Company is also subject
to disclosure requirements under Statement of Financial Accounting Standards (“SFAS”) No. 123,
“Accounting for Stock-Based Compensation” which requires pro forma information as if the fair value
method prescribed by SFAS No. 123 had been applied.

Reuters and Moneyline Telerate Agreements

On September 28, 2001 affiliates of Reuters acquired a portion of the assets of Bridge. In connection
with the asset acquisition, on September 28, 2001, Reuters entered into a network services agreement
with us, pursuant to which we agreed to provide internet protocol network services, internet access, and
colocation services for a period of five years with respect to the customers of Bridge that were acquired
by affiliates of Reuters. The network services agreement calls for a minimum purchase of these services
of $96 million in year one, $90 million in year two, $84 million in year three and $48 million in each of
years four and five, for a total of $366 million, less payments made by Bridge to us for services provided
to customers acquired by Reuters between May 3, 2001 and September 28, 2001. The network services
agreement also provides that our network must perform in accordance with specific quality of service
standards. In the event we do not meet the required quality of service levels, Reuters would be entitled
to credits, and, in the event of a material breach of such quality of service levels, Reuters would be
entitled to terminate the network services agreement. As a result of the network services agreement,
Reuters is our largest customer. In connection with the network services agreement, we also entered into
a transitional services agreement with Reuters , pursuant to which Reuters has agreed to provide us with
technical, administrative and other services, including help desk support, installation, maintenance and
repair of equipment, customer related services such as processing service orders, accounting functions
and the provision of warehousing and other facilities, pending us establishing our own capabilities. On
September 28, 2001, we also entered into a co-location agreement with Reuters, pursuant to which we
granted Reuters the right to use portions of our data center in Missouri. The co-location agreement has
an initial term of five years and may be renewed by Reuters, at its option, for additional one-year periods.
However, the agreement will terminate concurrently with the network services agreement.
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In connection with its purchase of assets from Bridge in October 2001, MoneyLine Telerate entered
into a binding letter of intent to enter into a network services agreement with SAVVIS. The letter of
intent requires MoneyLine Telerate to buy a total of $200 million of services according to the following
minimum spending levels: $70 million in year one, $50 million in year two, $35 million in year three, $25
million in year four, and $20 million in year five. We expect billings initially to represent approximately
30% of our revenue.

In addition, Reuters and MoneyLine Telerate agreed to provide technical and administrative
services to SAVVIS for a period of up to one year. The Company is currently engaged in transition plans
to perform these services and will incur additional costs in doing so.

Transactions with Bridge

In connection with Bridge’s acquisition of the Company in April 1999, Bridge funded the Company’s
operations during 1999 and up through February 18, 2000, the date of SAVVIS’ initial public offering. In
February 2000, we entered into several agreements with Bridge, related to the acquisition of its IP
network assets, the provision of network services to Bridge and the provision of technical and
administrative support services to SAVVIS. As a result, Bridge was our largest customer, accounting for
approximately 81% and 55% of revenues, in 2000 and 2001, respectively.

In February 2002, the Company entered into an agreement with Bridge wherein the Company
agreed to pay Bridge $11.9 million in satisfaction of $27.5 million representing all amounts due to Bridge.
The Company also agreed not to pursue the collection of $18.7 million of pre-petition receivables owed
to it by Bridge and to assign to Bridge any claims it had against other Bridge entities with the exception
of Bridge Canada where the Company retained its right to receive a pro rata distribution of assets from
the liquidation of Bridge Canada. All amounts due under the settlement agreement were paid in March
2002.

Transactions with Welsh Carson and Reuters

On March 18, 2002 we issued approximately $158 million of our Series A convertible preferred (the
“Preferred”) stock to Welsh Carson and Reuters in exchange for $57.5 million in cash and all of the
outstanding principal of and accrued interest on our 10% and 12% convertible senior notes and the notes
payable originally issued pursuant to our credit agreement with Nortel Networks. The Series A preferred
stock accrues dividends at the rate of 11.5% per annum on the outstanding accreted value thereof
(initially $1,000 per share). Dividends will not be payable in cash until after the eighth anniversary of the
original issuance date, at the option of the Company. Accrued but unpaid dividends will be added to the
outstanding accreted value quarterly. The Series A preferred stock is convertible into such number of our
common stock equal to the outstanding accreted value divided by the conversion price. The Preferred is
initially convertible into approximately 211 million shares of our common stock at a conversion price of
$0.75 per share. In connection with this transaction we granted the holders registration rights with respect
to the shares of our common stock issuable upon conversion of the Preferred, including demand
registration rights and piggy back registration rights.

On February 16, 2001, we entered into a securities purchase agreement and related agreements and
documents with two investment entities and several individuals affiliated with Welsh Carson. Pursuant to
the terms of the securities purchase agreement, the entities and individuals affiliated with Welsh Carson
purchased $20.0 million aggregate principal amount of our 10% convertible senior secured notes due
2006. All of the outstanding principal and accrued interest on these notes were exchanged for the
Preferred on March 18, 2002.

On May 16, 2001, we entered into a securities purchase agreement and certain related agreements
and documents with Reuters Holdings Switzerland SA, or Reuters, a societe anonym organized under the
faws of Switzerland. Pursuant to the terms of the securities purchase agreement, Reuters purchased $37.5
million aggregate principal amount of our 12% convertible senior secured notes due 2005. All of the
outstanding principal and accrued interest on these notes were exchanged for the Preferred on March 18,
2002.
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On May 16, 2001, we also granted Reuters and its successors, assigns and affiliates the right, for so
long as they hold any of our notes or preferred stock or common stock comprising or convertible into at
least 5% of our outstanding voting stock, among other things, to (1) designate an observer to attend all
meetings of our board of directors or any board committees, and (2) to nominate and elect such number
of directors, but not fewer than one, equal to the product of the percentage of the voting power held by
Reuters on a fully-diluted, as-converted basis, multiplied by the number of seats on the registrant’s board
of directors (rounded down to the nearest whole number). In accordance with the terms of this letter,
Reuters has appointed an observer to attend all meetings of our board of directors and committee
meetings.

Revenue

Revenue. The Company’s revenue is derived primarily from the sale of managed IP, Internet access
and hosting services. For the year 2001, revenue from related parties (Bridge and Reuters) represented
approximately 68% of our total revenue. Through December 31, 1998, our revenue was primarily derived
from the sale of Internet access services to local and regional Internet service providers in the United
States. Beginning in late 1998, we also began to offer Internet security and hosting services to corporate
customers. Beginning in September 1999, we began to offer managed data networking services. We
expect our revenues from related parties to decrease as a percentage of our total revenues as we expand
our managed IP, Internet access and hosting customer base.

We charge each customer an initial installation fee that typically ranges from $500 to $5,000 and a
fixed monthly fee that varies depending on the services provided, the bandwidth used and the quality of
service level chosen. Cur customer agreements are typically for 12 to 36 months in length. These fees are
recognized in income over the average life of the customer contracts.

Prices for telecommunication services, including the services we offer, have decreased significantly
over the past several years and we expect this trend to continue for the foreseeable future.

Direct Costs and Expenses

Data communications and operations. Data communications and operations expenses include the
cost of:

e leasing local access lines;

e fransmission connections;

e salaries and related benefits for engineering and operations personnel;
e connections to other Internet service providers;

e other related repairs and maintenance items;

e leasing routers and switches;

o leasing hosting space; and

e installing local access lines at customer sites.

Data communications and operations expense increased significantly with the inclusion of the Bridge
network. In addition, we expect that these costs will continue to increase in total dollars as we increase
our customer base, but we expect an eventual decrease as a percentage of revenues. -

Sales and Marketing. These expenses include the cost of:
¢ sales and marketing salaries and related benefits;

o sales commissions and referral payments;

e advertising and direct marketing; and

s travel.
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We anticipate that these expenses will continue to increase in total dollars as we add more sales
personnel and increase our marketing initiatives to support the expansion of our customer base.

General and administrative. General and administrative expenses include the cost of:
© occuparncy costs;
o executive, financial, legal, tax and administrative support personnel;

o professional services, including legal, accounting, tax and consulting

[e]

bad debt expense; and
o travel.

These expenses are expected to continue to increase as we continue to add to our support personnel,
infrastructure and back office systems as the business continues to ramp up.

Depreciation and amortization. Depreciation and amortization expense consists primarily of the
depreciation and amortization of communications equipment, capital leases, goodwill and intangibles. We
expect these expenses to to decrease as a portion of our fixed assets fully depreciate in 2002, we have
minimized our capital additions requirements with the completion of our network in 2001 and the
adoption of new accounting pronouncements will eliminate the amortization of certain items in goodwill.
Generally, depreciation is calculated using the straight-line method over the useful life of the associated
asset, which ranges from three to five years. Goodwill resulting from our acquisition by Bridge was
amortized over three years and other intangibles are amortized over one to three years.

Interest expense. Historical interest expense is related to indebtedness to banks, vendor financing
agreements convertible notes, loans from Bridge and capitalized leases. The vendor financing
agreements, the convertible notes and the loans from Bridge were settled in a series of transactions
described in Note 14 of the Consolidated Financial Statements. Also described in Note 14 of the
Consolidated Financial Statements was the refinancing of certain capital leases. Accordingly, we expect
our interest expense to significantly decrease in 2002.

Income tax expense. We incurred operating losses from inception through December 31, 2001 and,
therefore, have not recorded a provision for income taxes in our historical financial statements. We have
recorded a valuation allowance for the full amount of our net deferred tax assets because the future
realization of the tax benefit is uncertain. As of December 31, 2001, we had U.S. net operating loss carry
forwards of approximately $319 million and foreign net operating losses of approximately $30 million.
Section 382 of the Internal Revenue Code restricts the utilization of U.S. net operating losses and other
U.S. carryover tax attributes upon the occurrence of an ownership change, as defined. Such an ownership
change occurred during 1999 as a result of the acquisition of our company by Bridge and in 2002 as a
result of the issuance of $158 million of preferred stock. Management believes that this limitation may
restrict our ability to utilize the net operating losses cver the U.S. Statutory carry-forward periods ranging
from 15 to 20 years.

As we continue to increase our employee base to support our expanded operations and invest in our
marketing and sales operations, we expect to incur net losses at least through 2003.
Results of operations

The historical financial information included in this Form 10-K will not reflect our future results of
operations, financial position and cash flows. Our results of cperations, financial position and cash flows
subsequent to the purchase of Bridge’s network and the commencement of the related agreements is not
comparable to prior periods.

The Year Ended December 31, 2001 as Compared to the Year Ended December 31, 2000

Revenue. Revenue was $242.8 million for the year ended December 31, 2001, an increase of $56.5
million or 30%, from $186.3 million for the year ended December 31, 2000. Managed IP revenue
increased $46.1 million, or 30%, to $197.9 miilion in 2001 from $151.8 million in 2000. Managed Hosting
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revenues increased $8.8 million , or 441%, to $10.8 million in 2001 from $2.0 million in 2000. Other
revenues, consisting of installation and equipment sales, increased from $2.0 million in 2000 to $3.5
million in 2001. Approximately $15 million of the increase results from a full year of service provided to
Bridge customers through September 2001 versus 10.5 months in 2000 and the balance of the billings to
Reuters and MoneyLine Telerate in the fourth quarter. Internet access revenues were flat for the year as
price reductions and customer losses from the economic downturn offset new orders.

Data Communications and Operations (exclusive of non-cash compensation). Data communications
and operations expenses were $236.3 million for the year ended December 31, 2001; an increase of $24.5
million, or 11.6%, from $211.8 million for the year ended December 31, 2000. The increase in expenses
related principally to the expansion of our network capacity during 2000. These expenses were reduced
significantly in the second half of 2001 as unit prices for communications costs continued to decline and
network capacity was reduced in response to lower customer demand resulting from the downturn in the
financial markets and the general economy.

Sales and Marketing. (exclusive of non-cash compensation) Sales and marketing expenses were $35.2
million for the year ended December 31, 2001, an increase of $1.3 million, or 4%, from $33.9 million in
the year ended December 31, 2000. This increase is principally attributed to personnel costs.

General and Administrative (exclusive of non-cash compensation). General and administrative
expenses amounted to $37.1 million for the year ended December 31, 2001 an increase of $12.7 million
or 52% from $24.4 million for the same period in 2000. This result was primarily from the increase in bad
debt expense to $10.0 million in 2001, an increase of $8.2 million, from $1.8 million in 2000. Bad debt
expense reflected a write-off of $4.7 million in connection with the bankruptcy of Bridge Canada. The
balance of the increase in bad debts was directly related to the general economic downturn.

Non-cash Equity-based Compensation. Non-cash equity-based compensation armounted to $15.3
million for the year ended December 31, 2001 versus a $14.5 million expense in 2000. These expenses
represent amortization charges to earnings for the difference between the estimated fair market value of
our common stock and the exercise price for options granted to employees, non-employee members of
our Board of Directors and employees of Bridge on various dates in early 2000 and late 1999.

EBITDA. EBITDA, which is defined as consolidated loss before depreciation and amortization,
taxes, interest income and expense, non-cash equity based compensation, asset impairment and other
write down of assets and restructuring charges improved from $83.7 million in 2000 to $65.9 million in
2001 as gross margin improvements of $32 million were partially offset by increases to sales and
marketing costs and general and administrative costs. We have included information concerning adjusted
EBITDA because our management believes that in our industry such information is a relevant
measurement of a company’s financial performance and liquidity. Adjusted EBITDA is not determined
- in accordance with accounting principles generally accepted in the United States of America, is not
indicative of cash used by operating activities and should not be considered in isolation or as an
alternative to, or more meaningful than, measures of operating performance determined in accordance
with accounting principles generally accepted in the United States of America. Additionally, our
calculation of adjusted EBITDA may not be comparable to similarly titled measures of other companies,
as other companies may not calculate it in a similar manner.

Depreciation and Amortization. Depreciation and amortization expense was $88.1 million for the
year ended December 31, 2001, an increase of $27.6 million as compared to $60.5 million for the year
ended December 31, 2000. This increase results primarily from equipment acquisitions to support our
network.

Interest. Interest income amounted to $0.8 million in the year ended December 31, 2001, a decrease
of $5.6 million from 2000 a result of the average cash balance on hand decreasing during the period.
Interest expense for the year ended December 31, 2001 was $26.0 million, an increase of $15.4 million
from 2000. This increase is attributable to interest expense on capital equipment financing, convertible
senior secured notes and the write-off of deferred financing charges.

Asset impairment & other write-downs of assets. As more fully discussed in Note 5 to the consolidated
financial statements appearing at the end of this annual report on Form 10-K, asset impairment & other
write-downs of assets of $89.6 million in 2001 represent:
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o $31.5 million non-cash charge related to optical equipment for which the Company does not
expect to recover its costs either through operation or disposition of such equipment; '

o $44.1 miilion non-cash charge related to equipment purchased to support the Company’s wireless
initiative. Due to technical and supplier limitations, described in Note 10, the Company
abandoned its wireless plans and deemed the related equipment has no residual value and no
future planned use; and

o $14.0 million non-cash charge related to the write down of other property and equipment that the
Company deemed without residual value and has no plans for future use.

Net Loss. The net loss for the year ended December 31, 2001 was $288.9 million, or $3.10 basic and
fully diluted loss per share, an increase of $124.0 million from the net loss for 2000 of $164.9 million, or
$1.89 per share. The primary reasons for the increase in net loss are:

o Asset impairment charges of $89.6 million, restructuring charges of $4.8 million and write-down of
deferred financing charges of $3.8 million.

o The $27.6 million increase in depreciation and amortization expense due to network equipment
acquisitions.

o Anincrease in bad debt expense of $8.2 million primarily related to the write-off of Bridge Canada
accounts receivable balance.

The Year Ended December 31, 2000 as Compared to the year Ended December 31, 1999 (1999
Amoumnts Represents Combined Predecessor and Successor Information)

Revenue. Revenue was $186.3 million for the year ended December 31, 2000, an increase of $162.3
million or 677 %, from $24.0 million for the year ended December 31, 1999. The revenue growth resulting
from the initiation of managed data network services, including services provided under the Bridge
network services agreement entered into on February 18, 2000, accounted for $151.7 million of the
increase. Internet access revenues increased 43% to $32.5 million in the twelve months of 2000, compared
to $22.8 million for 1999. These increases were driven by an increase in active customer circuits of 161%
to approximately 3,000 as of December 31, 2000 from 1,150 as of December 31, 1999. Other revenues,
consisting of installation and equipment sales, increased from $1.2 million in 1999 to $2.0 million in 2000.

Data Communications and Operations. (exclusive of non-cash compensation) Data communications
and operations expenses were $211.8 million for the year ended December 31, 2000; an increase of $184.2
million from $27.6 million for the year ended December 31, 1999. The increase in expenses related
principally to the costs incurred by SAVVIS to operate the Internet protocol network acquired from
Bridge since February 18, 2000 and other increases in the number of leased long distance, dedicated
customer and dial-up circuits to support the increased customer circuits in operation.

Sales and Marketing. (exclusive of non-cash compensation) Sales and marketing expenses were $33.9
million for the year ended December 31, 2000, up 170% or $21.4 million as compared to 1999. This
increase is principally attributed to personnel related costs and sales commissions of $13.6 million
associated with the growth in sales and marketing staff, a $5.0 million increase in expenditures on
advertising and marketing initiatives, and a $2.4 million increase in travel and training-related items.

General and Administrative. (exclusive of non-cash compensation) General and administrative
expenses amounted to $24.4 million for the year ended December 31, 2000 and $11.1 million for the same
period in 1999, an increase of $13.3 million or 120%. This increase resulted from increased personnel
costs of $2.8 million to support the expansion of the customer base and the overall growth of the business,
increased occupancy costs of $3.8 million related to the move to the Company’s new headquarters during
the second quarter and increased costs for the growing employee base, an increase of $1.8 million for
professional audit, tax, legal and consulting services, an increase of $1.6 million in services provided by
Bridge under the Administrative Services agreement, and an increase of $1.3 million in travel expense
associated with the overall growth of the business. Bad debt expense amounted to $1.8 million in 2000
versus $.8 million for the year ended December 31, 1999,
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Non-cash Equity-based Compensation. Non-cash equity-based compensation amounted to $14.5
million for the year ended December 31, 2000 versus a $1.5 million expense in 1999. These expenses
represent amortization charges to earnings for the years ended December 31, 2000 and 1999, respectively,
for the difference between the estimated fair market value of our common stock and the exercise price
for options granted to employees and non-employee members of our Board of Directors on various dates
in early 2000 and late 1999, as well as options granted to employees of Bridge in 1999 and early 2000.

EBITDA. EBITDA, which is defined as consolidated loss before depreciation and amortization,
taxes, interest income and expense, non-cash equity based compensation, asset impairment and other
write down of assets and restructuring charges was $27.2 million and $83.7 million for 1999 and 2000,
respectively. We have included information concerning adjusted EBITDA because our management
believes that in our industry such information is a relevant measurement of a company’s financial
performance and liquidity. Adjusted EBITDA is not determined in accordance with accounting
principles generally accepted in the United States of America, is not indicative of cash used by operating
activities and should not be considered in isolation or as an alternative to, or more meaningful than,
measures of operating performance determined in accordance with accounting principles generally
accepted in the United States of America. Additionally, our calculation of adjusted EBITDA may not be
comparable to similarly titled measures of other companies, as other companies may not calculate it in
a similar manner.

Because the “Predecessor” Statement of Qperations in 1999 is Presented on a Different Basis of
Accounting, the Following areas in The Statement of Operations for the Year Ended December 31,
2000 are not Compared:

Depreciation and Amortization. Depfeciation and amortization expense was $60.5 million for the
year ended December 31, 2000. Of this total, $43.7 million is attributed to depreciation on the network
acquired on February 18, 2000 and subsequent network equipment acquisitions, and $12.4 million relates
to the amortization of goodwill and intangibles associated with the mandated ‘‘push-down accounting”
ascribed to the Bridge acquisition of SAVVIS in April 1999.

Asset Impairment & Other Write-downs of Assets. During 2000, an asset write down in the amount
of $2 million was required to adjust our investment in specialized customer application software to its
estimated net realizable value.

Interest. Interest income from the investment of the initial public offering proceeds amounted to $6.4
million for the year ended December 31, 2000. Interest expense during the same period, primarily
attributable to interest expense on capital equipment financing incurred since the acquisition of the
Internet protocol network in February 2000 and amounts payable to Bridge, amounted to $10.6 million.

Net Loss. The net loss for the year ended December 31, 2000 was $164.9 million, or $1.89 basic and
diluted loss per share.

Liquidity and Capital Resources

On March 18, 2002, the Company issued approximately $158 million of preferred stock to (i)
affiliates of Welsh Carson, in exchange for approximately $57.5 million in cash, conversion of
approximately $22.2 million in principal and accrued interest in respect to our 10% convertible senior
secured notes and approximately $90.9 million in notes, and accrued interest, issued pursuant to the credit
agreement with Nortel Networks and (i) Reuters in exchange for approximately $40.9 million in
principal and accrued interest in respect to the 12% convertible senior secured notes. The terms of the
preferred stock are more fully described in Note 14 of the financial statements.

In addition, the Company reached agreements with General Electric Capital Corporation
(“GECC”), Nortel Networks (“Nortel”), Bridge Information Systems and certain other vendors as
follows:

* Approximately $57 million of capital lease obligations were amended with GECC. The amended
lease provides for repayment at the end of the fifth year, 12% interest payable in cash or in kind,
at the Company’s option, for the first three years and an excess cash sweep provision.
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o Release by Nortel Networks from all obligations to purchase optical equipment under the Global
Purchase Agreement.

o The Company entered into an agreement with Bridge wherein the Company agreed to pay Bridge
$11.9 million in satisfaction of $27.5 million representing all amounts due to Bridge. The Company
also agreed not to pursue the collection of $18.7 million of pre-petition receivables owed to it by
Bridge and to assign to Bridge any claims it had against other Bridge entities with the exception
of Bridge Canada where the Company retained its right to receive a pro rata distribution of assets
from the liquidation of Bridge Canada.

o A release by a certain vendor from all obligations under the agreements in exchange for $2.5
million paid in installments over 18 months and other commercial arrangements.

o In connection with the transactions, the Company also issued five-year warrants to purchase 16.1
million shares of its common stock at $0.75 per share.

The balance of the proceeds from the issuance of the Preferred will be used for general working
capital purposes.

As a result of the transactions discussed in Note 14 of the consolidated financial statements, the
Company’s financial position changed significantly including a reduction of debt by $165.6 million, a
reduction of payables by $39.3 million and an increase in cash position by $18.3 million. Additionally, the
Company recognized an extraordinary gain of approximately $61.1 million related to the extinguishment
of debt. The following unaudited summary financial information includes an unaudited pro forma column
to illustrate the balance sheet at December 31, 2001 as if all the transactions had occurred on December
31, 2001. The unaudited pro forma summary financial information has been adjusted to refiect the impact
of these transactions. This information is for illustrative purposes only and is not meant to be indicative
of actual results that might have been achieved or results that might be attained in the future.

Pro Forma
2001 2001

(unaudited)
{im thousands)

BALANCE SHEET DATA:

Cash and cash equivalents .............. $ 14,405 $ 32,687
Total current assets .................... 46,005 50,283
Total assets ..........coceviineienan... 255,640 259,918
Total current liabilities ................. 348,898 94,409
Debt and capital lease obligations ... ..... 259,504 93,083
Total liabilities ........................ 412,226 195,683
Preferred stock .......... .. ... .. ... ..., — 157,013
Stockholders’ equity (deficit) excluding

preferred stock .............. ... (156,586) (92,778)
Stockholders’ equity (deficit) ............ (156,586) 64,235

Negative cash flow from operations decreased to $41.9 million for the year ended December 31, 2001
from $79.8 million in 2000. This decrease in negative cash flow was primarily due to a $17.8 million
improvement in EBITDA and improved collections on accounts receivable.

Net cash used in investing activities for the year ended December 31, 2001 was approximately $24.1
million, which reflects the purchase of the property and equipment not financed. We obtained funds for
investing activities in the year 2001 from a vendor credit facility, issuance of convertible debt securities
and through customer receipts.

In connection with our purchase of the global Internet protocol network assets from Bridge, we also
entered into a network services agreement under which we provided Bridge with managed data
networking services. Because the amounts paid to us under the network services agreement for the
services provided over the original network acquired from Bridge are based upon the cash cost to operate

46




the original network, the provision of such services did not have an impact on our cash flows from
operations. However, due to amortization and depreciation relating to the network, the provision of
services under the network services agreement resulted in our incurring losses from operations. The
effects of such operating losses increased our accumulated deficit and reduced our stockholders’ equity.
As of October 2001, this agreement has been replaced by the Reuters Network Services Agreement and
the MoneyLine Telerate amended letter of intent.

On June 30, 2000, SAVVIS executed an agreement to acquire approximately $30 million of
telecommunications equipment and related services with Winstar Wireless, Inc. (““Winstar”). Upon
execution, the Company took delivery of certain equipment and paid approximately $5 million to
Winstar. Of the remaining $25 million, approximately $16.5 million, included in Notes Payable at
December 31, 2001, has been financed by Winstar over six years at 11% interest. Payments commenced
in the third quarter of 2000. The remaining balance of $8.5 million was recorded in the other accrued
liabilities, with payments of approximately $2 million due every three months until July 2001. On
September 29, 2000, the Company executed an additional agreement with Winstar to acquire $10.1
million in telecommunications equipment. This agreement called for a down payment of $1.5 million,
which was paid by SAVVIS in October 2000. The remaining $8.6 million, included in Notes Payable at
December 31, 2001, was also financed by Winstar over six years at 11% interest, with payments being
made quarterly beginning in December 2000.

As of December 31, 2001, approximately $4 million remains in other accrued liabilities related to
Winstar. On April 17, 2001, SAVVIS provided notice to Winstar that a material breach had occurred
under the Master Agreement relating to Winstar’s installation of the wireless equipment components and
accordingly, terminated the equipment purchase and installation agreements. On April 18, 2001, Winstar
filed for bankruptcy protection under Chapter 11 of the Bankruptcy Code. The Company to date has not
performed all obligations to Winstar, nor has Winstar performed all of its obligations to the Company.
In addition, the Company ceased making payments on the Winstar notes in March 2001.

On September 25, 2001, Winstar filed suit in the US Bankruptcy Court for Delaware seeking a total
of approximately $38 million from the Company for the repayment of the note payable and professional
services liabilities, which includes a refund of $8.5 million of Internet services prepaid by Winstar. In turn,
we have filed proof of claim with the court overseeing the Winstar bankruptcy proceeding in the amount
of approximately $19 million. The court has agreed to refer the dispute to arbitration. We believe we have
substantial defenses to the suit.

In August 2000, the Company entered into a 20-year agreement with Kiel Center Partners, L.P.
(“KCP”) pursuant to which it acquired the naming rights to an arena in St. Louis, MO. Upon execution
of the agreement, total consideration for these rights amounted to approximately $72 million, including
750,000 shares of its common stock issued by the Company to KCP. The related expense will be
recognized over the term of the agreement. On March 21, 2001, KCP notified the Company that it was
in default of the agreement relating to possible future insolvency of SAVVIS, a claim that KCP
subsequently withdrew. On August 21, 2001 the parties entered into an amendment of the agreement
providing for the payment of $1.25 million on each of December 31, 2002 through 2005. These payments
will be deducted from payments otherwise owed under the agreement in 2007 through 2010. As of
December 31, 2001, the Company has recorded approximately $4.5 million of deferred charges resulting
from the issuance of common stock under this agreement.

We have arrangements with various suppliers of communications services that require us to maintain
minimum spending levels some of which increase over time. Our aggregate minimum spending level is
approximately $59 million, $62 million, $55 million and $15 million in years 2002 to 2005, respectively.
Should SAVVIS not meet the minimum spending level in any given year, decreasing termination
liabilities representing a percentage of the remaining contracted amount may immediately become due
and payable. Furthermore, certain of these termination liabilities are subject to reduction should
SAVVIS experience the loss of a major customer or suffer a loss of revenues from a downturn in general
economic activity. Before considering the effects of any reductions for the business downturn provisions,
if SAVVIS were to terminate all of these agreements as of March 31, 2002, the maximum termination
liability would amount to approximately $155 million.
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Based upon our current plans, we believe we have the necessary resources to fund our operating
losses, working capital needs and capital expenditure requirements until the Company reaches operating
cash flow positive, which is expected to occur in 2003.

We may meet any additional funding needs through a combination of equity investments, debt
financings, renegotiation of repayment terms on existing debt and sales of assets and services. If these
additional financings were required, there can be no assurance that we would be successful in completing
any of these financings or that if we were, the terms of such financings would be favorable to us.

SAVVIS’ contractual obligations, including commitments for future payments under non-cancelable
lease arrangements and short and long- term debt arrangements, are summarized below and are fully
disclosed in the notes the consolidated financial statements.

Payments due by

Less thamn 2-3 4-5 Alfter §
Total 1 year years years ears

Capital lease obligations (1) . $ 70,508 $ 49,439 $ 21,069 — —
Operating leases .......... 49,713 8,515 18,357 $ 4,920 $17.921
Unconditional purchase

obligations (2) .......... 190,800 59,200 116,600 15,000
Convertible senior secured

notes(3) ...l 60,112 60,112
Notes payable (4) ......... 110,291 86,572 23,719 — —
Total contractual cash

obligations ............. 481,424 263,838 179,745 19,920 17,921

(1) As disclosed in Note 14 of the consolidated financial statements, subsequent to December 31, 2001,
the Company entered into agreements with GECC to significantly defer the payment terms of its
capital lease obligations.

(2) As disclosed in Note 14 of the consolidated financial statements, subsequent to December 31, 2001,
the Company entered into an agreement to relieve itself from significant purchase obligations from
various communications vendors totaling $22.2 million of the $190.8 million commitment as of
December 31, 2001.

(3) As disclosed in Note 14 of the consolidated financial statements, subsequent to December 31, 2001,
the Company issued convertible preferred stock in exchange for the convertible senior secured notes
plus accrued interest totaling $63.1 million.

(4) As disclosed in Note 14 of the consolidated financial statements, subsequent to December 31, 2001,
the Company issued convertible preferred stock in satisfaction of all the principal and accrued
interest owed in respect to notes payable totaling $90.9 million.

Recent Accounting Pronouncements

In June 2001, the FASB issued SFAS No. 142, “Goodwill and Other Intangible Assets.” The
provisions of this statement are required to be applied starting with fiscal years beginning after December
15, 2001. This statement is required to be applied at the beginning of an entity’s fiscal year and to be
applied to all goodwill and other intangible assets recognized in its financial statements at that date. SFAS
No. 142 addresses how intangible assets should be accounted for in financial statements upon their
acquisition. This statement also addresses how goodwill and other intangible assets should be accounted
for after they have been initially recognized in the financial statements. The statement requires that
goodwill and certain other intangibles with an indefinite life, as defined in the standard, no longer be
amortized. However, goodwill and intangibles would have to be assessed each year to determine whether
an impairment loss has occurred. Any impairments recognized upon adoption would be recorded as a
change in accounting principle. Future impairments would be recorded in income from continuing
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operations. The statement provides specific guidance for testing goodwill for impairment. The Company
had $2 million of net goodwill at December 31, 2001. Goodwill amortization was $7.9 million for the
year ended December 31, 2001.

In August 2001, FASB issued SFAS No. 144, “Accounting for the Impairment or Disposal of
Long-Lived Assets” which requires that one accounting model be used for the long-lived assets to be
disposed of by sale, whether previously held and used or newly acquired. It also broadens the
presentation of discontinued operations to include more disposal transactions.

The adoption of SFAS No. 142 and SFAS No. 144 on January 1, 2002 did not have a material impact
on our financial position or results of operations.

Item 7A. Quantitative and Qualitative Disclosures about Market Risk

Our primary market risk exposures relate to changes in interest rates. Following the purchase of
Bridge’s global Internet protocol network assets in February 2000, we have begun to expand our business
internationally, and as a result, we are also exposed to changes in foreign currency exchange rates.

We have financial instruments that are sensitive to changes in interest rates and a number of network
equipment financing arrangements. These instruments were entered into for other than trading purposes,
are denominated in U.S. Dollars and bear interest at a fixed rate. Because the interest rate on these
instruments is fixed, changes in interest rates will not directly impact our cash flows. As discussed in note
14, in March 2002 a portion of the Company’s borrowings were extinguished for less than their carrying
value. As discussed in note 6, it is not practicable to estimate the fair value of our unextinguished debt
as it is currently in dispute.

Changes in foreign exchange rates did not impact our results of operations. For the year ended
December 31, 2001, 21% of our service revenue was derived from operations outside the United States,
but only 1% of total revenue is settled in currency other than the U.S. dollar, and approximately 18% of
our total data communications and operations costs were incurred outside the United States. We expect
these percentages to remain relatively constant in the periods ahead. Because our foreign revenue closely
matched our foreign costs, changes in foreign exchange rates did not have a material impact on our results
of operations in this quarter. In the future, we may engage in hedging transactions to mitigate foreign
exchange risk.

Item 8. Financial Statements and Supplementary Data

The 2001 consolidated financial statements and related notes thereto are included in Part II, Item 8
of this Form 10-K, beginning on page F-1 of this report.

Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure.

None.
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PART III

Ttem 10. Directors and Executive Officers of the Registramnt

The following table provides a brief description of each director’s and executive officer’s name, age,
principal occupation and business experience and all positions and offices with SAVVIS currently held
by the directors and executive officers.

Name Age Position and Office
Robert A. McCormick ......... 36 Chief Executive Officer and Chairman of the Board
John M. Finlayson ............. 47 President, Chief Operating Officer and Director
Executive Vice President, Chief Financial Officer and
David J. Frear ................ 45 Director
Executive Vice President and General Manager —
James D. Mori ................ 46 Ammericas
Executive Vice President and Chief Technology
Richard G. Bubenik ........... 41 Officer
Clyde A. Heintzelman ......... 63 Director
Thomas E. McInerney ......... 60 Director
Patrick J. Welsh ............... 58 Director
Norman K. Korey ............. 43 Director
Kevin J. Wiley ................ 41 Director

Set forth below is a brief description of the principal occupation and business experience of each of
our nominees for director and each of our executive officers.

Robert A. McCormick has served as the Chairman of our beard of directors since April 1999 and as
our Chief Executive Officer since November 1999. Mr. McCormick served as Executive Vice President
and Chief Technical Officer of BIS Administration, Inc., formerly Bridge Informaticn Systems, Inc., or
Bridge, a principal stockholder of our company, from January 1997 to December 1999, and held various
engineering, design and development positions at Bridge from 1989 to January 1997. On February 15,
2001, Bridge’s U.S. operating subsidiaries filed a voluntary petition for relief under Chapter 11 of Title
11 of the United States Bankruptcy Code. Mr. McCormick attended the University of Colorado at
Boulder.

John M. Finlayson has served as our President and Chief Operating Officer since December 1999
and as a director of our company since January 2000. From June 1998 to December 1999, Mr. Finlayson
served as Senior Vice President of Global Crossing Holdings, Ltd. and President of Global Crossing
International, Ltd., a provider of internet and long distance communications facilities and services.
Before joining Global Crossing, Mr. Finlayson was employed by Motorola, Inc., a provider of integrated
communications solutions and embedded electronic solutions, as Corporate Vice President and General
Manager of the Americas Cellular Infrastructure Group from March 1994 to February 1998, and as
Corporate Vice President and General Manager of the Asia Pacific Cellular Infrastructure Group from
March 1998 to May 1998. Before joining Motorola, Mr. Finlayson was employed by AT&T as Sales Vice
President of Business Network Sales for the Southeastern United States. Mr. Finlayson received a B.S.
degree in Marketing from LaSalle University, an M.B.A. degree in Marketing from St. Joseph University
and a post M.B.A. certification in Information Management from St. Joseph’s University.

David J. Frear has served as our Executive Vice President and Chief Financial Officer since July
1999, and as a director of our company since October 1999. Mr. Frear was an independent consultant in
the telecommunications industry from August 1998 until June 1999. From October 1993 to July 1998, Mr.
Frear was Senior Vice President and Chief Financial Officer of Orion Network Systems Inc., a
Nasdag-listed international satellite communications company that was acquired by Loral Space &
Communications in March 1998. Mr. Frear was Chief Financial Officer of Millicom Incorporated, a
Nasdag-listed international cellular paging and cable television company, from 1990 to 1993. He
previously was an investment banker at Bear, Stearns & Co., Inc. and Credit Suisse. Mr. Frear received
his C.P.A. in 1979 and received an M.B.A. degree from the University of Michigan.
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James D. Mori has served as our Executive Vice President and General Manager—Americas since
October 1999. Before joining us, Mr. Mori was employed by Sprint Corporation as National Account
Manager from April 1987 to December 1989, as Branch Manager from January 1990 to December 1991,
as Regional Sales Director from January 1992 to March 1996, as Vice President—Sales from March 1996
to February 1997 and as Area Director from February 1997 to October 1999. From January 1980 to
March 1987, Mr. Mori served as National Account Manager of Digital Equipment Corporation,
Southwestern Bell and AT&T Information Systems. Mr. Mori received a B.S. in Business Administration
from the University of Missouri.

Richard G. Bubenik joined us in December 1996 and has served as our Executive Vice President and
Chief Technology Officer since July 1999. Dr. Bubenik served as our Assistant Vice President—
Engineering from December 1996 to September 1997, Vice President—Engineering from October 1997
to April 1999 and Senior Vice President Network Engineering from April 1999 to July 1999. From May
1993 to December 1996, Dr. Bubenik was a Software Development Manager for Ascom Nexion, a
network switch/router equipment supplier. Dr. Bubenik holds a Ph.D. in Computer Science from Rice
University, M.S. and B.S. degrees in Computer Science from Washington University and a B.S. degree
in Electrical Engineering from Washington University.

Clyde A. Heintzelman has served as a director of our company since December 1998. Mr.
Heintzelman has served as the chairman of the board of Optelecom, a NASDAQ-listed fiber optics
component manufacturer, since February 2000 and as its interim President and Chief Executive Officer
from June 2001 to December 2001. From November 1999 to May 2001, he was president of Net2000
Communications, Inc., a provider of broadband business telecommunications services. On November 16,
2001, Net2000 Communications and its subsidiaries filed voluntary bankruptcy petitions for relief under
Chapter 11 of Title 11 of the United States Bankruptcy Code. From December 1998 to November 1999,
Mr. Heintzelman served as our President and Chief Executive Officer and from May 1995 to December
1998, he served as Chief Operating Officer and President of DIGEX Incorporated, a national internet
services provider that was acquired by Intermedia Communications, Inc. in July 1997. He was retained
as a business consultant by Intermedia from December 1997 to November 1998. In January 1992, he
participated in founding CSI, a company focused on building hardware and software products for
switched wide area networks using ISDN technology. Mr. Heintzelman spent 28 years with Bell Atlantic
and its predecessor companies. Mr. Heintzelman also serves as a director of TCS, a wireless software
company and Optelcom. Mr. Heintzelman received a B.A. in Marketing from the University of Delaware
and did graduate work at Wharton, University of Pittsburgh and University of Michigan.

Thomas E. McInerney has served as a director of our company since October 1999. Mr. McInerney
has served as a general partner of Welsh, Carson, Anderson & Stowe, of Welsh, Carson, and affiliated
entities, which collectively are a principal stockholder of our company, since 1987. Mr. Mclnerney also
served as the chairman of the executive committee of the board of Bridge, which assumed the
responsibilities of the Chief Executive Officer of Bridge, from November 2000 until February 2001.
Before joining Welsh, Carson in 1987, Mr. Mclnerney was President and Chief Executive Officer of
Dama Telecommunications Corporation, a voice and data communications services company that he
co-founded in 1982. Mr. McInerney has also been President of the Brokerage Services Division and later
Group Vice President—Financial Services of ADP, with responsibility for the ADP divisions that serve
the securities, commodities, bank, thrift and electronic funds transfer industries. He has also held
positions with the American Stock Exchange, Citibank and American Airlines. Mr. McInerney serves as
a director of The BISYS Group, Inc., Centennial Communications Corp. and Spectra Site Holdings, Inc.
He is also a director of several private companies. From 1995 to February 2001, he was a director of
Bridge. Mr. Mclnerney received a B.A. from St. Johns University, and attended New York University
Graduate School of Business Administration.

Patrick J. Welsh has served as a director of our company since October 1999. Mr. Welsh was a
co-founder of Welsh, Carson and affiliated entities, which collectively are a principal stockholder of our
company, and has served as a general partner of Welsh, Carson and affiliated entities since 1979. Before
1979, Mr. Welsh was President and a director of Citicorp Venture Capital, Ltd., an affiliate of Citicorp
engaged in venture capital investing. Mr. Welsh serves as a director of Accredo Health, Incorporated. He
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also serves as a director of several private companies. From April 1995 to February 2001, he was a
director of Bridge. Mr. Welsh received a B.A, from Rutgers University and an M.B.A. from the
University of California at Los Angeles.

Norman K. Korey has served as a director of our company since January 2002. Mr. Korey has served
as the President and Chief Executive Officer of Korey Consulting, Inc., a telecommunications consulting
company focused on wireless startup companies, since November 2000. From November 1999 to
November 2000, Mr. Korey served as the President—International Markets of Wireless Facilities, Inc., a
Nasdag-listed provider of cutsourced services for the wireless communications industry. Before joining
Wireless Facilities, Mr. Korey was employed by Motorola’s cellular infrastructure group as Vice
President and Senior Director—Southeast U.S. and Canada (from July 1994 to March 1998), and by
Motorola’s network solutions sector as Vice President and General Manager—Europe, Middle East,
Africa and Russia (from January 1998 to February 1999) and as Vice President and General
Manager—Caribbean and Latin America (from February 1999 to November 1999). From August 1984 to
July 1994, Mr. Korey was employed by AT&T Global Business Communications Systems and AT&T in
various capacities, including as a regional staff director (from March 1991 to January 1993) and as general
manager (from January 1993 to July 1994). Mr. Korey received a B.S. degree in Marketing from Florida
State University.

Kevin J. Wiley has served as a director of our company since January 2002. Mr. Wiley has served
as a Vice President Corperate Business Development of Next Level Communications, Inc., a
Nasdag-listed company that designs and markets broadband communications equipment, from April
2001 until November 2001, and as the Vice President of Sales of Next Level Communications, since
November 2001. Before joining Next Level Communications, Mr. Wiley was employed by Motorola’s
network management group as Director of Business Development Support (from July 1997 to October
1998) and as Director of Latin American Cellular Operations (from October 1998 to April 2001). From
July 1995 to July 1997, he was Vice President—Diversified Operations of Aliant Communications, Inc.,
a holding company whose subsidiaries provide local exchange and intral ATA interexchange services.
From 1989 to 1995, he was employed by Nebraska Cellular Telephone Corporation as Vice President,
Chief Operating Officer and general manager (from August 1989 to December 1992) and as President
and Chief Executive Officer (from December 1992 to July 1995). Before joining Nebraska Cellular
Telephone Corporation, Mr. Wiley was employed by Centel Cellular, a wireless telecommunications
company, in various managerial capacities. Mr. Wiley has served as a director of Tricom, S.A. since
December 1998. Mr. Wiley received a B.S. degree in finance and management from Creighton University
in 1982.

Members of our board of directors are elected each year at our annual meeting of stockholders, and
serve until the next annual meeting of stockholders and until their respective successors have been
elected and qualified. Our officers are elected annually by our board of directors and serve at the board’s
discretion.

Compliance with Section 16(a) of the Exchange Act

Section 16(a) of the Securities and Exchange Act of 1934 requires directors and executive officers
and persons who cwn more than 10% of a registered class of equity securities to file with the SEC initial
reports of ownership and reports of changes in ownership of common stock and other equity securities
of our company. Such reporting persons are required by rules of the SEC to furnish us with copies of all
section 16{a) reports they file. To our knowledge, based sclely upon a review of section 16(a) reports
furnished to us for fiscal 2001 and written representations that no reports on Form 5 were required, we
believe that our directers, executive officers and greater than ten percent stockholders complied with all
Section 16(a) filing requirements applicable to them with respect to transactions during 2001.

Item 11. Executive Compensation

Reference is made to the information set forth under the captions “Election of Directors—Director
Compensation,” “2001 Executive Compensation” and “Stockhclder Return Performance Graph”
appearing in our definitive proxy statement for our 2002 annual meeting of stockholders tc be held
June 7, 2002 (the “Proxy Statement”) to be filed within 120 days after the end of our fiscal year, which
information is incorporated herein by reference.
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Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Matters

Reference is made to the information set forth under the caption “Ownership of Securities”
appearing in the Proxy Statement to be filed within 120 days after the end of our fiscal year, which
information is incorporated herein by reference.

Item 13. Certain Relationship and Related Transactions

Reference is made to the information set forth under the caption “Transactions with Affiliates”
appearing in the Proxy Statement to be filed within 120 days after the end of our fiscal year, which
information is incorporated herein by reference.
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PART IV

Item 14. Exhibits, Fingncial Statement Schedules and Reports on Form 8-K.
(a) (1) and (2) Financial Statements and Financial Statement Schedules

The following consolidated financial statements are filed pursuant to Item § of this report:
Independent Auditors’ Report.
Consolidated Balance Sheets as of December 31, 2000 and 2001.
Consolidated Statements of Operations for the period from January 1, 1999 to April 6, 1999,
the period from April 7, 1999 to December 31, 1999, and for each of the two years ended
December 31, 2000 and 2001
Consolidated Statements of Changes in Stockholders’ Equity (Deficit) for the period from
January 1, 1999 to April 6, 1999, the period from April 7, 1999 to December 31, 1999, and for
each of the two years ended December 31, 2000 and 2001
Consolidated Statements of Cash Flows for the period from January 1, 1999 to April 6, 1999,
the period from April 7, 1999 to December 31, 1999, and for each of the two years ended
December 31, 2000 and 2001

Notes to Consolidated Financial Statements.

All other financial statement schedules for which provision is made in the applicable accounting
regulations of the Securities and Exchange Commission either have been included in the financial
statements, or notes thereto, are not required under the related instructions or are inapplicable and
therefore have been omitted.

14(a){3) Exhibits. The following exhibits are either provided with this Form 10-K or are incorporated
herein by reference.

Exhibit Index

Number Exhibit Description

31 Amended and Restated Certificate of Incorporation of the Registrant (incorporated by
reference to the same numbered exhibit to the Registrant’s Registration Statement on
Form S-1, as amended (File No. 333-90881) (the “Registration Statement’”))

32 Certificate of Amendment to Amended and Restated Certificate of Incorporation of the
Registrant (incorporated by reference to the same numbered exhibit to the Registrant’s
Registration Statement)

33 Amended and Restated Bylaws of the Registrant incorporated by reference to the same
numbered exhibit to the Registrant’s Registration Statement)

4.1 Form of Common Stock Certificate (incorporated by reference to the same numbered
exhibit to the Registrant’s Registration Statement)

10.1 1999 Stock Option Plan, as amended (incorporated by reference to Exhibit 10.1 to the
Registrant’s Annual Report on Form 10-K for the year ended December 31, 2000)

10.2 Form of Incentive Stock Option Agreement under the 1999 Stock Option Plan
(incorporated by reference to the same numbered exhibit to the Registrant’s Registration
Statement)

10.3 Form of Incentive Stock Option Agreement under the 1999 Stock Option Plan
(incorporated by reference to the same numbered exhibit to the Registrant’s Registration
Statement)

104 Form of Non-Qualified Stock Option Agreement under the 1999 Stock Option Plan
(incorporated by reference to the same numbered exhibit to the Registrant’s Registration
Statement)

10.5 Letter Agreement, dated November 12, 1999, between the Registrant and Clyde A.
Heintzelman {incorporated by reference to Exhibit 10.7 to the Registrant’s Registration
Statement)
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Number

Exhibit Description

10.6

10.7
10.8

10.9

10.10%

10.11%

10.12

10.13

10.14

10.15¢%

10.16%

10.17%

10.18%

10.19%

10.20%

10.217

10.22%

Employment Agreement, dated December 20, 1999, between the Registrant and Jack M.
Finlayson (incorporated by reference to Exhibit 10.8 to the Registrant’s Registration
Statement)

Letter Agreement, dated June 14, 1999, between the Registrant and David J. Frear
(incorporated by reference to Exhibit 10.9 to the Registrant’s Registration Statement)

Letter Agreement, dated September 30, 1999, between the Registrant and James D. Mori
(incorporated by reference to Exhibit 10.10 to the Registrant’s Registration Statement)

Master Establishment and Transition Agreement, dated February 9, 2000, between the
Registrant and Bridge Information Systems, Inc., including as Exhibit B a Form of
Administrative Services Agreement, as Exhibit E a Form of Local Contract of Assignment
and Assumption, as Exhibit ¥ a Form of Local Asset Transfer Agreement, as Exhibit H a
Form of Equipment Colocation Permit, as Exhibit I a Form of Promissory Note, as Exhibit
J a Form of Call Asset Transfer Agreement and as Exhibit K the Sublease Agreement
(incorporated by reference to Exhibit 10.11 to the Annual Report on Form 10-K for the
year ended December 31, 1999)

Network Services Agreement, dated February 18, 2000, between SAVVIS Communications
Corporation and Bridge Information Systems, Inc. (incorporated by reference to Exhibit
10.12 to the Annual Report on Form 10-K for the year ended December 31, 1999)

Technical Services Agreement, dated February 18, 2000, between SAVVIS
Communications Corporation and Bridge Information Systems, Inc. (incorporated by
reference to Exhibit 10.13 to the Annual Report on Form 10-K for the year ended
December 31, 1999)

Managed Network Agreement, dated January 31, 1995, between Sprint Communications
Company L.P. and Bridge Data Company (incorporated by reference to Exhibit 10.13 to
the Registrant’s Registration Statement)

Amendment One to the Managed Network Agreement, dated August 23, 1995, between
Sprint Communications Company L.P. and Bridge Data Company (incorporated by
reference to Exhibit 10.14 to the Registrant’s Registration Statement)

Amendment Two to the Managed Network Agreement, dated August 16, 1995, between
Sprint Communications Company L.P. and Bridge Data Company (incorporated by
reference to Exhibit 10.15 to the Registrant’s Registration Statement)

Amendment Three to the Managed Network Agreement, dated March 1, 1996, between
Sprint Communications Company L.P. and Bridge Data Company (incorporated by
reference to Exhibit 10.16 to the Registrant’s Registration Statement)

Amendment Four to the Managed Network Agreement, dated July 29, 1996, between
Sprint Communications Company L.P. and Bridge Data Company (incorporated by
reference to Exhibit 10.18 to the Registrant’s Registration Statement)

Amendment Five to the Managed Network Agreement, dated December 5, 1996, between
Sprint Communications Company L.P. and Bridge Data Company (incorporated by
reference to Exhibit 10.19 to the Registrant’s Registration Statement)

Amendment Six to the Managed Network Agreement, dated May 23, 1997, between Sprint
Communications Company L.P. and Bridge Data Company (incorporated by reference to

- Exhibit 10.20 to the Registrant’s Registration Statement)

Amendment Seven to the Managed Network Agreement, dated August 28, 1998, between
Sprint Communications Company L.P. and Bridge Data Company (incorporated by
reference to Exhibit 10.21 to the Registrant’s Registration Statement)

Service Agreement, dated August 15, 1996, between the Registrant and IXC Carrier, Inc.
(incorporated by reference to Exhibit 10.22 to the Registrant’s Registration Statement)

Amendment No. 1 to the Service Agreement, dated October 22, 1996, between the
Registrant and IXC Carrier, Inc. (incorporated by reference to Exhibit 10.23 to the
Registrant’s Registration Statement)

Master Internet Services Agreement, effective June 4, 1999, between the Registrant and
UUNET Technologies, Inc. (incorporated by reference to Exhibit 10.24 to the Registrant’s
Registration Statement)
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Number

Exhibit Description

10.23%

10.24

10.25

10.26

10.27

10.28

10.29

10.30

10.31

10.32

10.33

10.34%

10.35%

Internet MCI Dedicated Access Agreement, dated April 16, 1998, between the Registrant
and network MCI, Inc. (incorporated by reference to Exhibit 10.25 to the Registrant’s
Registration Statement)

Registration Rights Agreement, dated February 7, 2000, among the Registrant, Welsh
Carson Anderson & Stowe VIII, L.P. and Bridge Information Systems, Inc. (incorporated
by reference to Exhibit 10.26 to the Registrant’s Registration Statement)

Office Lease between WGP Associates, LLC and SAVVIS Communications (incorporated
by reference to Exhibit 10.27 to the Registrant’s Annual Report on Form 10-K for the
year ended December 31, 1999)

Amended and Restated Credit Agreement, dated as of September 5, 2000, by and among
the Registrant, as guarantor, SAVVIS Communications Corporation, a Missouri
corporation, as borrower, and Nortel Networks Inc., as administrative agent, and the
lenders named therein (incorporated by reference to Exhibit 10.1 to the Registrant’s
Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2000)

Pledge Agreement, dated as of September 5, 2000, by and between the Registrant and
Nortel Networks Inc., as administrative agent for the lenders (incorporated by reference to
Exhibit 10.2 to the Registrant’s Quarterly Report on Form 10-Q for the quarterly period
ended September 30, 2000)

Amended and Restated Pledge and Security Agreement, dated as of September 5, 2000, by
and between SAVVIS Communications Corporation, a Missouri corporation and Nortel
Networks Inc., as administrative agent for the lenders (incorporated by reference to
Exhibit 10.3 to the Registrant’s Quarterly Report on Form 10-Q for the quarterly period
ended September 30, 2000)

Pledge and Security Agreement, dated as of September 5, 2000, by and between Global
Network Assets, LLC and Nortel Networks Inc., as administrative agent for the lenders
(incorporated by reference to Exhibit 10.4 to the Registrant’s Quarterly Report on Form
10-Q for the quarterly period ended September 30, 2000)

Amended and Restated Guaranty Agreement, dated as of September 5, 2000, delivered by
the Registrant to and in favor of Nortel Networks Inc., as administrative agent for itself
and the other lenders (incorporated by reference to Exhibit 10.5 to the Registrant’s
Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2000)

Amended and Restated Guaranty Agreement, dated as of September 5, 2000, delivered by
Global Network Assets, LLC to and in favor of Nortel Networks Inc., as administrative
agent for itself and the other lenders (incorporated by reference to Exhibit 10.6 to the
Regi)strant’s Quarterly Report on Form 10-Q for the quarterly period ended September 30,
2000

First Amendment to Amended and Restated Credit Agreement, dated as of May 21, 2001,
by and among the Registrant, SAVVIS Communications Corporation, a Missouri
corporation and Nortel Networks Inc. and the lenders named therein (incorporated by
reference to Exhibit 10.2 to the Registrant’s Quarterly Report on Form 10-Q for the
quarterly period ended September 30, 2001)

First Amendment to Amended and Restated Pledge and Security Agreement, dated as of
May 21, 2001, by and between SAVVIS Communications Corporation, a Missouri
corporation and Nortel Networks Inc., as administrative agent for the lenders
(incorporated by reference to Exhibit 10.3 to the Registrant’s Quarterly Report on Form
10-Q for the quarterly period ended September 30, 2001)

Long Haul IRU Agreement, dated as of August 2, 2000, between SAVVIS
Communications Corporation, a Missouri corporation and Level 3 Communications, LLC
(incorporated by reference to Exhibit 10.7 to the Registrant’s Quarterly Report on Form
10-Q for the quarterly period ended September 30, 2000)

Metro IRU Agreement, dated as of August 2, 2000, between SAVVIS Communications
Corporation, a Missouri corporation and Level 3 Communications, LLC (incorporated by
reference to Exhibit 10.8 to the Registrant’s Quarterly Report on Form 10-Q for the
quarterly period ended September 30, 2000)
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Number

Exhibit Description

10.36t

10.37%

10.387

10.39t

10.40

1041

10.42

10.43

10.44

10.45

10.46

10.47

Arena Naming Rights Agreement, dated as of August 17, 2000, among the Registrant, Kiel
Center Partners, L.P. and Bridge Information Systems, Inc. (incorporated by reference to
Exhibit 10.9 to the Registrant’s Quarterly Report on Form 10-Q for the quarterly period
ended September 30, 2000)

Master Agreement, dated as of June 30, 2000, between SAVVIS Communications

Corporation, a Missouri corporation and Winstar Wireless, Inc., as amended by that certain
Letter Agreement dated September 29, 2000 (incorporated by reference to Exhibit 10.10 to
gt(l)e 21%]§:)(g)i)strant’s Quarterly Report on Form 10-Q for the quarterly period ended September

Nortel Networks Global Purchase Agreement, effective as of June 30, 2000, between
SAVVIS Communications Corporation, a Missouri corporation and Nortel Networks Inc.
(incorporated by reference to Exhibit 10.11 to the Registrant’s Quarterly Report on Form
10-Q for the quarterly period ended September 30, 2000)

Amendment Eight to the Managed Network Agreement, effective as of August 1, 2000,
between Sprint Communications Company, L.P. and Bridge Data Company (incorporated
by reference to the same numbered exhibit to the Registrant’s Annual Report on Form
10-K for the year ended December 31, 2000)

Securities Purchase Agreement, dated as of February 16, 2001, among the registrant,
Welsh, Carson, Anderson & Stowe VIII, L.P., WCAS Management Corporation and the
various individuals listed as Purchasers on schedule I thereto (incorporated by reference to
the same numbered exhibit to the Registrant’s Annual Report on Form 10-K for the year
ended December 31, 2000)

Registration Rights Agreement, dated as of February 20, 2001, among the registrant,
Welsh, Carson, Anderson & Stowe VIII, L.P., WCAS Management Corporation and the
various individuals listed on the signature pages thereto (incorporated by to the same
numbered exhibit to the Registrant’s Annual Report on Form 10-K for the year ended
December 31, 2000)

Missouri Future Advance Deed of Trust and Security Agreement, dated as of February 19,
2001, among SAVVIS Communications Corporation, a Missouri corporation, Steven D.
Korenblat and Welsh, Carson, Anderson & Stowe VII, L.P. (incorporated by reference to
the same numbered exhibit to the Registrant’s Annual Report on Form 10-K for the year
ended December 31, 2000)

Stipulation and Order, dated April 9, 2001, by and among the Registrant, AT&T Corp.,
Bridge Information Systems, Inc. and its relate debtor entities (incorporated by reference
to the same numbered exhibit to the Registrant’s Annual Report on Form 10-K for the
year ended December 31, 2000)

Stipulation and Order, dated March 22, 2001, by and among the Registrant, Sprint
Communications Company L.P., Bridge Information Systems, Inc. and its related debtor
entities (incorporated by reference to the same numbered exhibit to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2000)

Stipulation and Order, dated March 23, 2001 by and among the Registrant,
MCI/WorldCom Communications Corporation and certain of its affiliates, Bridge
Information Systems, Inc. and its related debtor entities (incorporated by reference to the
same numbered exhibit to the Registrant’s Annual Report on Form 10-K for the year
ended December 31, 2000)

Employment Agreement, dated April 2, 2001, between the Registrant and Robert A.
McCormick (incorporated by reference to the same numbered exhibit to the Registrant’s
Annual Report on Form 10-K for the year ended December 31, 2000)

Modification of Missouri Future Advance Deed Of Trust and Security Agreement,
including Appointment of Successor Trustee, entered into effective as of February 19,
2001, by and between SAVVIS Communications Corporation, a Missouri corporation,
Welsh, Carson, Anderson & Stowe VII, L.P., and WCAS Management Corporation, as
collateral agent. (incorporated by reference to Exhibit 10.1 to the Registrant’s Quarterly
Report on Form 10-Q for the quarterly period ended March 31, 2001
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Number Exhibit Description

10.48 Stipulation and Order, dated March 22, 2001 between Bridge Information Systems, Inc.
and related entities and the Company. (incorporated by reference to Exhibit 10.2 to the
Regi)strant’s Quarterly Report on Form 10-Q for the quarterly period ended March 31,
2001

10.49 Registration Rights Agreement, dated as of May 16, 2001, between the Registrant and
Reuters Holdings Switzerland SA. (incorporated by reference to Exhibit 10.2 to the
Registrant’s Current Report on Form 8-K dated June 4, 2001)

10.50 Missouri Future Advance Deed Of Trust And Security Agreement, dated as of May 11,
2001, between SAVVIS Communications Corporation, a Missouri corporation, Joseph J.
Trad, as trustee and Reuters Holdings Switzerland SA. (incorporated by reference to
Exhibit 10.3 to the Registrant’s Current Report on Form 8-K dated June 4, 2001)

10.51 Side Letter, dated May 16, 2001, between the Registrant and Reuters Holdings Switzerland
SA. (incorporated by reference to Exhibit 10.4 to the Registrant’s Current Report on Form
8-K dated June 4, 2001)

10.52% Services Agreement Term Sheet, dated as of May 21, 2001, between the Registrant and
Reuters Limited (incorporated by reference to Exhibit 10.5 to the Registrant’s Current
Report on Form 8-K dated June 4, 2001)

10.53 Agreement Regarding the Supplemental Terms of the Interim SAVVIS Financing as
Approved by the May 3, 2001 Order of the United States Bankruptcy Court for the
Eastern District of Missouri (incorporated by reference to Exhibit 10.1 to the Registrant’s
Quarterly Report on Form 10-Q for the quarterly period ended September 30, 2001)

10.54%%  Network Services Agreement, dated as of September 28, 2001, by and between the
Registrant and Reuters Limited (incorporated by reference to Exhibit 10.4 to the
Registrant’s Quarterly Report on Form 10-Q for the quarterly period ended September 30,
2001)

10.5511  Transitional Services Agreement, dated as of September 28, 2001, by and between the
Registrant and Reuters Limited (incorporated by reference to Exhibit 10.5 to the
Registrant’s Quarterly Report on Form 10-Q for the quarterly period ended September 30,
2001)

10.5611  Co-location Agreement, dated as of September 28, 2001, by and between SAVVIS
Communications Corporation, a Missouri corporation, and Reuters America Inc.
(incorporated by reference to Exhibit 10.6 to the Registrant’s Quarterly Report on Form
10-Q for the quarterly period ended September 30, 2001)

10.57 Ground Lease, effective as of February 18, 2000, by and between SAVVIS
Communications Corporation, a Missouri corporation, and Reuters America Inc.
(incorporated by reference to Exhibit 10.6 to the Registrant’s Quarterly Report on Form
10-Q for the quarterly period ended September 30, 2001)

10.58++  Letter of Intent, dated August 16, 2001, regarding the Network Services Agreement
between Registrant and MoneyLine Corporation.

10.597+  Letter Amendment No. 1, dated October 18, 2002, amending Letter of Intent, dated
August 16, 2001, regarding the Network Services Agreement between Registrant and
MoneyLine Corporation.

211 Subsidiaries of the Registrant

1 Confidential treatment has been granted for this exhibit. The copy filed as an exhibit omits the
information subject to the request for confidential treatment.

+1 A request for confidential treatment has been submitted with respect to this exhibit. The copy filed
as an exhibit omits the information subject to the request for confidential treatment.

(b) Reports on Form 8-K.

On February 2, 2001 and February 22, 2001, we filed Current Reports on form §-K relating to the
bankruptcy of Bridge Information Systems, Inc.
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On June 4, 2001, we filed a Current Report on Form 8-K relating to the execution of a securities
purchase agreement and related documents with Reuters Holdings Switzerland SA. On July 17, 2001, we
filed a Current Report on Form 8-K, as amended on July 18, 2002 and July 20, 2002, relating to the
approval by our board of directors for purposes of Section 203 of the Delaware General Corporation Law
of the securities purchase agreement between us and Reuters Holdings Switzerland SA and the stock
option agreement, dated as of May 3, 2001, among Reuters America, Inc., Reuters S.A., and Bridge
Informations Systems, Inc.

(c) Exhibits.

The list of exhibits filed with this report is set forth in response to Item 14(a)(3). SAVVIS hereby
files as part of this report the exhibits listed in the index to the exhibits.

(d) Financial Statements Schedules.

None.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly

authorized, on March 29, 2002.

SAVVIS COMMUNICATIONS CORPORATION

By: /s/ Robert McCormick

Robert McCormick

Chief Executive Officer and Chairman of the Roard

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed by the
following persons on behalf of the registrant, in the capacities indicated below and on the dates indicated.

Signature

/s/ ROBERT MCCORMICK

Robert McCormick

/sf DAVID J. FREAR

David J. Frear

/s/ JACK M. FINLAYSON

Jack M. Finlayson

/s/ CLYDE A. HEINTZELMAN

Clyde A. Heintzelman

/s/ THOMAS E. MCINERNEY

Thomas E. McInerney

/s/ PATRICK J. WELSH

Patrick J. Welsh

/s/ NORMAN KOREY

Norman Korey

/s/ KEVIN WILEY

Kevin Wiley

Title

Chief Executive Officer and Chairman
of the Board (principal executive
officer)

Executive Vice President, Chief
Financial Officer and Director
(principal financial officer and
principal accounting officer)

President and Chief Operating Officer

Director

Director

Director

Director

Director

Director
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INDEPENDENT AUDITORS® REPORT

To the Board of Directors and Stockholders of
SAVVIS Communications Corporation:
Herndon, Virginia

We have audited the accompanying consolidated balance sheets of SAVVIS Communications
Corporation and subsidiaries (‘‘SAVVIS”) as of December 31, 2000 and 2001, and the related
consolidated statements of operations, changes in stockholders’ equity (deficit), and cash fiows for the
period from January 1, 1999 to April 6, 1999, the period from April 7, 1999 (the date of SAVVIS’
acquisition by Bridge Information Systems, Inc.) to December 31, 1999 and each of the two years ended
December 31, 2000 and 2001. These financial statements are the responsibility of SAVVIS’ management.
Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial
position of SAVVIS Communications Corporation and subsidiaries as of December 31, 2600 and 2001,
and the results of their operations and their cash flows for the above stated periods, in conformity with
accounting principles generally accepted in the United States of America.

As discussed in Note 1 to the consolidated financial statements, SAVVIS adopted a new accounting basis
effective April 7, 1999 in connection with a change in ownership and recorded net assets as of that date
at the new gwner’s acquisition cost. Accordingly, the consolidated statements of operations for the period
from April 7, 1999 to December 31, 1999, and for each of the two years ended December 31, 2000 and
2001 and are not comparable to those of earlier periods presented.

Deloitte & Touche LLP

McLean, Virginia
March 18, 2002
(March 22, 2002 as to the last paragraph of Note 14)

F-2




SAVVIS COMMUNICATIONS CORPORATION
CONSOLIDATED BALANCE SHEETS

{Dollars in Thousands, Except Per Share Amounts)

December 31,

2000 2001
ASSETS

Current Assets:

Cash and cash equivalents. . ... ittt $ 32,262 $ 14,405

Accounts receivable from Bridge Information Systems, Inc. (“Bridge”) ....... 32,897 12,795

Trade accounts receivable, less allowance for doubtful accounts of $800 in 2000

and $1,125 00 2000 ..o 11,015 14,332

Prepaid eXPenSes. . vttt e e 1,087 1,554

Other CUTTENT ASSETS . . vt o vt ittt et et e r ettt tee i ae e, 3,119 2,919
Total CUITENt ASSETS .. vttt e it ettt et ettt et e et 80,380 46,005
Property and Eguipment — Net . ... i i e 319,008 193,282
Goodwill and Intangible Assets — Net of accumulated amortization of $24,606 in

2000 and $35,695 10 2001 .. ... e 13,974 2,772
Restricted Cash. .. ... i i e e 5,565 4062
Other Non—Current ASSeiS . ...\ ittt i it it et 19,695 9,519
TOtal ASSBES . . . oottt ittt ettt e e e e $ 438,622 $ 255,640

LIABILITIES AND STOCKHOLDERS’ EQUITY (DEFICIT)

Current Liabilities:

Accounts payable ... ... e $ 81,901 $ 80,447

Accrued compensation payable ... ... ... o 5,407 7,045

Due to Bridge Information Systems, Inc............ ... ..ot 23,090 23,326

Deferred TeVeIUE ...t e e 3,189 12,145

Notes payable — current portion. . ...t 75,066 86,572

Convertible senior secured notes — current .............ovvurinernenenn... — 60,112

Current portion of capital lease obligations. .................. .. ... 28,465 45,800

Other accrued HabilIties. . ..ot vt e e e 22,439 33,451
Total Current Liabilities .. ... ... ..o e 239,557 348,898
Capital LeaseQObligations, Less Current Portion. ................... .. cooon. 47,971 19,975
Notes Payable — NonCurrent Portion. ......... ...t iiiiniinnneenn... 25,018 23,719
Deferred Revenue — Nomn Curremt. . ... ... .. i, 8,656 6,865
Other Accrued Liabilities ... ... ... i i e e 490 12,769
Total Liabilities . . .. ...t e 321,692 412226
Commitments and Contingencies (Note 16)
Stockholders’ Equity (Deficit):
Preferred stock; 50,000,000 shares authorized; none issued or outstanding ...... — —
Common stock; $.01 par value, 250,000,000 shares authorized; 93,831,066 and

93,957,229 shares issued in 2000 and 2001, respectively, 93,792,190 and 93,918,353

shares outstanding in 2000 and 2001 respectively. .......................... 938 940
Additional paid-in capital . ........ . e 359,586 356,443
Accumulated deficit . ... .. .. e (203,468) (492,364)
Deferred compensation . ... ... ... i e (39,581) (21,122)
Treasury stock, at cost, 38,876 shares in 2000 and 2001 ....................... (19) (19)
Accumulated other comprehensive loss:

Cumulative foreign currency translation adjustment ........................ (526) (464)

Total Stockholders” Equity (Deficit) .. ..., 116,930 (156,586)
Total Liabilittes & Stockholders’ Equity (Deficit) ............................ $ 438,622 $ 255,640

See notes to consolidated financial statements.
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Revenuess

Managed IP ........
Managed hosting ...
Internet access .....

Other .............

SAVVIS COMMUNECATIONS CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS

(Dollars in Thousands, Except Per Share Amounts)

Peried from
Jamuary 1, Period from

Total revenues (including $151,649 and
$168,356 from affiliates in 2000 and 2001,

respectively) ...

to April 7 to Year ended Year ended

Apeil 6, December 31, December 31, December 31,
1999 1999 2000 2001

{Predecessor) (Successor) (Successor) (Successor)
........................ $ — $ — $ 151,733 § 197,852
........................ — — 1,991 10,772
........................ 5,303 17,501 30,551 30,694
........................ 137 1,048 2,049 3,477
........................ 5,440 18,549 186,324 242,795

Direct Costs and Operating Expensess
Data communications and operations (excluding

$0.2 million, $1.9 million and $2.1 million of

equity-based compensation for the 1999

successor period, 2000 and 2001, respectively) 6,371 21,183
Sales and marketing (excluding $0.5 million,

$5.0 million and $6.8 million of equity-based

compensation for the 1999 successor period,

211,750 $§ 236,336

2000 and 2001, respectively) ................ 2,618 9,924 33,892 35241
General and administrative (excluding $0.8

million $7.6 million and $6.4 million of

equity-based compensation for the 196

successor period, 2000 and 2001, respectively) 2,191 8,900 24,361 37,106
Depreciation and amortization ............... 817 14,351 60,511 88,079
Asset impairment & other write-downs of assets 1,383 — 2,000 89,633
Restructuring charges ....................... — — — 4,821
Non-cash equity-based compensation .......... — 1,500 14,459 15,254

Total direct costs and operation expenses . ... 13,380 55,864 346,973 506,470
Loss from operations . ..........c.ooovvvennnn... (7,940) (37,315) (160,649) (263,675)
Nonoperating Income (Expemnse):
INterest INCOME . .ottt n et e e et et eaen 23 48 6,369 782
Interest EXPense . .......vvvervnnnnniinnnnn (158) (1,350) (10,571) (26,003)

Total nonoperating expenses ............... (135) (1,302) (4,202) (25,221)
Loss Before Imcome TAXES . ...vvvereevnnnnnn. (8,075) (38,617) (164,851) (288,896)
Income TaXeS ....voviriirniierinnnnnnn. — — — —
Net LosS o ovvr et (8,075) (38,617) (164,851) (288,896)
Preferred Stock Dividends and Accretion ...... (950) — — —
Net Loss Attributable to Common Stockholders $ (9,025) $ (38,617) $ (164,851) § (288,896)
Basic and Diluted Loss Per Common Share .... § (.14) § (54) § (1.89) $ (3.10)
Weighted Average Shares Qutstanding ........ 66,018,388 72,075,287 87,343,896 93,113,823

See notes to consolidated financial statements.
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SAVVIS COMMUNICATIONS CORPORATION

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY (DEFICIT)

PERIOD FROM JANUARY 1, 1999 THROUGH APRIL 6, 1999 (PREDECESSOR),

PERIOD FROM APRIL 7, 1999 THROUGH DECEMBER 31, 1999 (SUCCESSOR),
AND THE YEARS ENDED DECEMBER 31, 2000 AND 2001 (SUCCESSOR)

Number of Shares

(Dollars in Thousands)

Amounts

Common
Stock

Balance, Januvary 1, 1999
(Predecessor)

Issuance of common stock upon exercise
of stock options . . .. ...........

Dividends declared on Series C
Redeemable Preferred Stock . . . .. .. —

Accretion to carrying values of Series B
and C Redeemable Preferred Stock . . —

Recognition of deferred compensation
COSt . ... . e _

Net loss and comprehensive loss . .. . .. -
Balance, April 6, 1999
(Predecessor)

Recapitalization related to acquisition of
the Company by Bridge Information
Systems, Inc. . ............ ... —

Issuance of common stock upon exercise
of stock options . . .. ...........

Issuance of stock options and restricted
stock ... —

Recognition of deferred compensation
COSE . v v v i —

Net loss and comprehensive loss . .. ... —
Balance, December 31, 1999

(Successor)
NetLoss..................... —_
Foreign currency translation adjustment . —

69,299,809

2,700,191

Comprehensive loss . .. ...........

Issuance of common stock in initial public
offering . .. ...... ... . ..

Issuance of common stock upon exercise
of stockoptions . .. ............

Issuance of stock options and restricted
stock . ... oo —

Issuance of common stock in payment of
obligations . . . ............... 750,000

Recognition of deferred compensation
oSt ... —

Purchase of shares for treasury . . . . ... —
Preferential distribution to Bridge

Information Systems, Inc. . . . ... ... —
Balance, December 31, 2000

(Successor)
NetLoss..................... —
Foreign currency translation adjustment . —

14,875,000

995,780

Comprehensive loss . . . ........... —
Issuance of common stock upon exercise

of stock options . . . . ........... 126,163
Recognition of deferred compensation

COSES . v v v e et —

Balance, December 31, 2001
(Successor)

Accumulated
Additional Other
Treasury Commen Paid—In Comprehensive
Stock Stock Capital Loss
$693 3 —

5,051,543 $ 5,263

- 27 1 —

5,051,543 5,264 —

(5,051,543) — 25,762 —

— 52 2,553 —

51,394 —

333215 -
485 -
4,146 —
5,758 —

(38876)  —

(68,991) —

(38,876) 359,586

— — — 62

(3,205)

$356,443

$940 $(464)

See notes to consolidated financial statements.

Deferred
C "

Accumuiated Treasury

Deficit

E

$ (79

$ (39,011)
(706)
(244)

(8,075)

(51,394)

1,500

(48,036)

48,036

(38,617)

(49,894)

(4,146)

14,459

(38,617)
(164,851)

(39,581)

18,459

(203 468)
(288,896)

$(21,122)

$(492,364)

Stock

$(64)

Total

$ (33,197)
28

(706)
(244)

78
(8.075)

(42,116)

73,862
2,605

1,500

(38617

(2.766)
(164 851)

(526)
(165,377)

333,364
494
5,766

14,459
a9

(68,991)

116,930
(288,896)
62

(288,834)
64

15,254

$(156,586)




SAVVIS COMMUNICATIONS CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS

{(Dollars in Thousands)

Operating Activities:

=2 A 5 TG

Reconciliation of net loss to net cash used in operating activities:

Depreciation and amortization ............... . i
Accrued Interest . ... ... ... e i e
Asset impairment & other write-downs of Assets ..............
Deferred financing costs . . . .. .. ...
Restructuring charges ........... ...t i,
Stock compensation eXpense .. ............0.

Net changes in operating assets and liabilities

Accountsreceivable ... ...... ... . L ol i
Other current assets . . ...,
Other assets ... ... .ot i
Prepaid eXpenses .. ...t i e e
Accounts payable . .. ... . e e
Deferred reVenUE . . . . v v oo it ettt e iinee e e e
Accrued compensation payable and other accrued liabilities . . . . .

Net cash used in operating activities .. ..................

Imvesting Activities:

Capital expenditures . . ........ . ... .
Otherinvestments ............ ... i,

Net cash used in investing activities ....................

Finameing Activities:

Purchase of treasury stock . . .. ... ... i i e
Proceeds from common stock issuance . ......................

Exercise of stock options
Proceeds from borrowings from Bridge Information Systems, Inc.

(“Brdge”) ..o e
Repayment of borrowing from Bridge .......................
Preferential distributionto Bridge .. ........... ... ... ... . ...
Proceeds from vendor financing . . ...... ... o oo
Repayment of vendor financed debt . .. ........... ... ... ...,
Principal payments under capital lease obligations . ..............
Funding of letters of credit (restricted cash) ...................
Proceeds from convertible senior secured notes . . ...............
Principal payments on borrowing frombank ...................

Net cash provided by financing activities . ................

Effect of exchange rate changes on cash and cash equivalents . . .. . ..
Net (Decrease) Increase in Cash and Cash Equivalemts . ..........
Cash gnd Cash Equivalents, Beginning of Perfod . . .. ............

Cash and Cash Equivelents, End of Peried ....................

Non-cash investing and financing activities:

Debt incurred under capital lease obligations . ................
Debt incurred in equipment acquisition ... ............... ...
Capital expenditures accrued and unpaid . . ..................
Recapitalization related to acquisition of the Company by Bridge . ...
Netting of amounts due to against amounts due from Bridge ... ...
Stock issued in payment of obligations . ............ ... ...,

Supplemental Disclosures of Cash Flow Information:

Cashpaidforinterest .. ............ ... ... ... iiiiinnnn

See notes to consolidated financial statements.
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Period from
Jamuary 1to  April 7 to Yegr Ended Year Ended
April 6, December 31, December 31, December 31,
1999 1999 2000 2001
(Predecessor) (Successor) {Sueccessor) (Successor)
$(8,075) $(38,617) $(164,851) $(288,896)
817 14,351 60,511 88,079
— — — 2,612
1,383 - 2,000 89,633
_— — (6,165) 3,845
_— — — 4,821
78 1,500 14,459 15,254
a7 395 (60,967) 16,785
{18) (49) (3,031) 190
(156) (1,407) (8,146) (126)
(51) (331) (584) (467)
127) 721 53,803 8,201
52 (123) 11,846 7,164
(71) 5,287 21,325 10,909
(6,185) (18,273) (79,800} (41,906)
(275) (837) (152,193) (24,085)
— — (1,000) —
(275) (837) (153,193) (24,085)
— — (19) —
— — 333,364 —
28 2,605 494 64
4,700 19,365 1,300 —
— —_ (5,585) —
— — (68,991) —
— — 28,924 —_
— — (1,511) (202)
(182) (587) (19,576) (10,661)
— — (5,565) 1,503
— — — 57,500
(13) — — —
4,533 21,383 262,835 48,204
—_ — (447) (70)
(1,927) 2,273 29,395 (17,857)
2,521 594 2,867 32,262
$ 5% $ 2,867 $ 32,262 $ 14,405
$ 2,634 $ 1281 $ 90,118 $ —
— — 72,670 10,410
— — 45,641 15,273
— 31,746 — -
— —_ 19,326 —
— — 5,766 —
$ 99 $ 429 $ 9522 $ 6959




SAVVIS COMMUNICATIONS CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

PERIOD FROM JANUARY 1, 1999 THROUGH APRIL 6, 1999 (Predecessor),
PERIOD FROM APRIL 7, 1999 THROUGH DECEMBER 31, 1999 (Successor),
AND THE YEARS ENDED DECEMBER 31, 2060 AND 2001 (Successor)

(Tabular Dollar Amounts in thousands, except per share amounts)

1. NATURE OF CPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

Organization and Business — SAVVIS Communications Corporation, a Delaware corporation, formerly
SAVVIS Holdings Corporation (‘“Holdings™), together with its wholily-owned subsidiary, SAVVIS
Communications Corporation, a Missouri corporation (*SCC), and its predecessor company, SAVVIS
Communications Enterprises L.L.C. (“LLC”), are referred to herein collectively as the “Company,”
“SAVVIS,” “we,” “us,” and “our”. The Company was formed in November 1995 and commenced
commercial operations in 1996. We are a growing global network service provider that delivers Managed
IP, Managed Hosting and Internet services to medium sized enterprises , multinational corporations and
the financial services market.

Financing and Operations — The accompanying financial statements reflect the Company’s liabilities of
$412.2 million and its stockholders’ deficit of $156.6 million at December 31, 2001 as well as its net loss
for the year then ended of $288.9 million. As explained more fully in note 14, the Company entered into
the following transactions, among others, in March 2002:

* issued $158.1 million of convertible preferred stock in exchange for cash of $57.5 million, $90.9
million of the extinguished liabilities and conversion of an additional $63.1 million of debt owed
to affiliates;

e extinguished liabilities of $65.3 million, including $24.2 million owed to Bridge Information
Systems, Inc. (“Bridge”), in exchange for cash and other consideration totaling $51.7 million; and

e amended and restated a $56.5 million master lease agreement with General Electric Capital
Corporation (“GECC”) that provides the Company with a more favorable cash flow obligation.

Also as explained more fully in note 14, the Company’s balance sheet at December 31, 2001 on a pro
forma, unaudited, basis assuming these transactions had occurred at that date would reflect liabilities of
$195.7 million and stockholders’ equity of $64.2 million. As a result of these transactions, and its
expectations for positive cash flows from operations, the Company believes its business plan is fully
funded for the foreseeable future. :

On April 7, 1999 (the “acquisition date’’), the Company was acquired by a wholly-owned subsidiary of
Bridge Information Systems, Inc. (“Bridge”) in an all stock transaction that was accounted for as a
“purchase transaction’ under Accounting Principles Board Opinion No. 16. Pursuant to the terms of the
transaction, Bridge issued approximately 3,011,000 shares of its common stock together. with 239,000
options and warrants to purchase its common stock, in exchange for all the outstanding equity interests
of SAVVIS. To effect the transaction, the Series A, B and C Preferred shareholders received their
respective liquidation preferences (see Note 3) in the form of Bridge common stock. The Company’s
Series € warrant holders also exercised their warrants and participated with the other common
shareholders and employee option holders in exchanging their common shares for remaining Bridge
common shares. Series A warrant holders and those holding common warrants with a strike price per
warrant of $4.13 exchanged their warrants for warrants to purchase Bridge common stock. Company
stock options outstanding at the date of the transaction were converted into options to purchase Bridge
common stock.

The value of the Bridge shares and options issued and the costs incurred by Bridge in connection with
the acquisition aggregated $31.7 million. In accordance with the accounting requirements of the Securities
and Exchange Commission, purchase transactions that result in one entity becoming substantially
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wholly-owned by the acquirer establish a new basis of accounting in the acquired entity’s records for the
purchased assets and liabilities. Thus, the purchase price has been allocated to the underlying assets
purchased and liabilities assumed based on their estimated fair values at the acquisition date. As a result
of the application of fair value accounting, intangibles, goodwill, other liabilities and additional paid-in
capital were increased in the Company’s consolidated financial statements.

The following is a summary of unaudited pro forma results of operations assuming the acquisition had
occurred at the beginning of 1999:

1999
Revenues .........coiiiiiiiiiinnnnn.. $ 23,989
Netloss .ovve i (54,872)
Net loss per common share ............. (0.76)
Principles of Consolidation — The consolidated financial statements include the accounts of the

Company and its wholly-owned subsidiaries. All intercompany balances and transactions have been
eliminated in consolidation.

Cash and Cash Equivalents — All highly liquid investments with a maturity of three months or less at
the time of maturity are considered to be cash equivalents.

Restricted Cash — Restricted cash consists of amounts supporting outstanding letters of credit,
principally related to office space.

Property and Equipment — Property and equipment are recorded at cost and depreciated using the
straight-line method over estimated useful lives of three to five years. Leasehold improvements are
amortized over the shorter of their estimated useful lives or the term of the related lease.

Equipment Under Capital Leases — The Company leases certain of its data communications equipment
and other fixed assets under capital lease agreements. The assets and liabilities under capital leases are
recorded at the lesser of the present value of aggregate future minimum lease payments, including
estimated bargain purchase options, or the fair value of the assets under lease. Assets under these capital
leases are amortized over the terms of the leases, which are approximately three years.

Other Non-Current Assets — Other non-current assets consist primarily of the unamortized cost of
software licenses for certain customer applications, deferred financing costs associated with a term-loan
facility, and the cost of naming rights to an arena in St. Louis, Missouri.

Goodwil] and Intangible Assets — Goodwill is being amortized over three years and intangible assets
over one to three years, all using the straight-line method. The goodwill life was determined at the
acquisition date based on market and industry factors. Amortization expense for the period from January
1, 1999 to April 6, 1999, the period from April 7, 1999 to December 31, 1999, and the years ended
December 31, 2000 and 2001 was $0.1 million , $12.2 million, $12.4 million, and $11.1 million respectively.

Long-Lived Assets — The Company periodically evaluates the estimated fair market value of long-lived
assets, including intangible assets, goodwill and property and equipment, whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. An impairment in the carrying
value of an asset is recognized when the expected undiscounted future operating cash flows to be derived
from the asset are less than its carrying value. In addition, the Company’s evaluation considers
non-financial data such as market trends, product and development cycles, and changes in management’s
market emphasis.

Fair Value of Financial Instruments — The carrying values of cash, accounts receivable and a portion
of accounts payable approximate their fair values. As of December 31, 2000, the fair value of all
borrowings approximates their carrying value. As described in Note 14, in March 2002 a portion of the
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Company’s borrowings and accounts payable were extinguished for less than their carrying value as of
December 31, 2001. As discussed in note 6, it is not practicable to estimate the fair value of our
unextinguished debt as it is currently in dispute.

Revenue Recognition — Service revenues consist primarily of Managed IP networks, Managed Hosting
and Internet access service fees, which are fixed monthly amounts, and are recognized in the financial
statements when earned during the life of the contract. For all periods, any services billed and payments
received in advance of providing services are deferred until the period such services are earned. In
December 1999, the Securities and Exchange Commission issued Staff Accounting Bulletin No.
101(“SAB 101”), “Revenue Recognition in Financial Statements’, which provides guidance on the
recognition, presentation and disclosure of revenue in financial statements. The effect of implementation
of SAB 101 was not material to the consolidated financial statements. Installation and equipment costs
deferred in accordance with SAB 101 is recorded on the balance sheet in other assets. Such costs are
recognized on a straight-line basis over periods of up to 24 months, the estimated period over which the
related révenues from installation and equipment sales are recognized.

Adpvertising Costs — Advertising costs are expensed as incurred. Advertising expenses for the period
from January 1, 1999 to April 6, 1999, the period from April 7, 1999 to December 31, 1999, and for the
years ended December 31, 2000 and 2001 was $74,000, $0.2 million, $2.9 million and $0.4 million,
respectively.

Income Taxes — Income taxes are accounted for under the asset and liability method, which provides for
the establishment of deferred tax assets and liabilities for the net tax effects of temporary differences
between the carrying amounts of assets and liabilities for financial reporting purposes and for income tax
purposes, applying the enacted statutory tax rates in effect for the years in which differences are expected
to reverse. Valuation allowances are established when it is more likely than not that some or all of the
deferred tax assets will not be realized.

Employee Stock Options — The Company accounts for employee stock options in accordance with
Accounting Principles Board Opinion No. 25 {“APB No. 25”), “Accounting for Stock Issued to
Employees.” Under APB No. 25, the Company recognizes compensation cost based on the intrinsic value
of the equity instrument awarded as determined at the measurement date. The Company is also subject
to disclosure requirements under SFAS No. 123, “Accounting for Stock-Based Compensation” which
requires pro forma information as if the fair value method prescribed by SFAS No. 123 had been applied
(see Note 7).

Non-Employee Stock Options — In March 2000, the FASB issued Interpretation No. 44 (“FIN No. 44”),
“Accounting for Certain Transactions involving Stock Compensation, an Interpretation of APB Opinion
No. 257, which clarifies the application of APB No. 25 on certain issues, including the definition of an
employee for purposes of applying APB No. 25. In accordance with FIN 44, the accounting for stock
options granted to non-employees (excluding non-employee members of the Company’s Board of
Directors) changed effective July 1, 2000. These non-employee stock options are now accounted for
under the fair value method of SFAS No. 123 (see Note 7).

Foreign Currency — Results of operations for our foreign subsidiaries are translated from the functional
currency to the U.S. dollar using average exchange rates during the period, while assets and liabilities are
translated at the exchange rate in effect at the reporting date. Resulting gains or losses from translating
foreign currency financial statements are included in cumulative foreign currency translation adjustment
in stockholders’ equity (deficit).

Loss Per Share — All loss per share amounts for all periods have been presented to conform to the
provisions of SFAS No. 128. All stock options and warrants outstanding have been excluded from the
computations of diluted loss per share, as their effect would be anti-dilutive due to our losses, and
accordingly, there is no reconciliation between basic and diluted loss per share for the periods presented.
Also excluded from the computations are shares of restricted stock subject to repurchase.
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Concentrations of Credit Risk — Financial instruments that potentially subject the Company to
concentrations of credit risk consist principally of accounts receivable. The Company periodically reviews
the  credit quality of its customers and generally does not require collateral.

Use of Estimates — The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the amounts reported in the consolidated financial statements and accompanying
notes. Actual results could differ from those estimates.

Derivatives and Hedging Transactions — Effective January 1, 2001, the Company adopted Statement of
Financial Accounting Standards (“SFAS”) No. 133, “Accounting for Derivative Instruments and
Hedging Activities,” and its amendment in SFAS No. 138. The Company recognizes all derivatives on the
balance sheet as either assets or liabilities, and recorded at fair value. Additionally, it requires that
changes in the derivative instrument’s fair value be recognized in the statement of operations unless
specific hedge accounting criteria are met. The adoption of FASB Statement No. 133 did not have a
material impact on the Company’s financial position, results of operations, or cash flows.

New Accounting Standards — In June 2001, the FASB issued SFAS No. 142, “Goodwill and Other
Intangible Assets.” The provisions of this statement are required to be applied starting with fiscal years
beginning after December 15, 2001. This statement is required to be applied at the beginning of an
entity’s fiscal year and to be applied to all goodwill and other intangible assets recognized in its financial
statements at that date. SFAS No. 142 addresses how intangible assets should be accounted for in
financial statements upon their acquisition. This statement also addresses how goodwill and other
intangible assets should be accounted for after they have been initially recognized in the financial
statements. The statement requires that goodwill and certain other intangibles with an indefinite life, as
defined in the standard, no longer be amortized. However, goodwill and intangibles would have to be
assessed each year to determine whether an impairment loss has occurred. Any impairments recognized
upon adoption would be recorded as a change in accounting principle. Future impairments would be
recorded in income from continuing operations. The statement provides specific guidance for testing
goodwill for impairment. The Company had $2 million of net goodwill at December 31, 2001. Goodwill
amortization was $7.9 million for the year ended December 31, 2001.

In August 2001, FASB issued SFAS No. 144, “ Accounting for the Impairment or Disposal of Long-Lived
Assets”” which requires that one accounting model be used for the long-lived assets to be disposed of by
sale, whether previously held and used or newly acquired. It also broadens the presentation of
discontinued operations to include more disposal transactions.

The adoption of SFAS No. 142 and SFAS No. 144 on January 1, 2002 did not have a material impact on
our financial position or results of operations.

Reclassifications — Certain amounts from prior periods have been reclassified to conform to current
period presentation.

Offsetting — The Company, as a result of the application of rights of offset, nets certain trade liabilities
to Bridge with the accounts receivable for network services from Bridge.

2. RELATED PARTY TRANSACTIONS

On September 28,2001 affiliates of Reuters acquired a portion of the assets of Bridge. In connection with
the asset acquisition, on September 28, 2001 Reuters Limited entered into a network services agreement
with us, pursuant to which we agreed to provide internet protocol network services, internet access, and
colocation services for a period of five years with respect to the customers of Bridge that were acquired
by affiliates of Reuters. The network services agreement calls for a minimum purchase of these services
of $96 million in year one, $90 million in year two, $84 million in year three and $48 million in each of
years four and five, for a total of $366 million, less payments made by Bridge to us for services provided
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to customers acquired by Reuters between May 3, 2001 and September 28, 2001. The network services
agreement also provides that our network must perform in accordance with specific quality of service
standards. In the event we do not meet the required quality of service levels, Reuters Limited would be
entitled to credits, and, in the event of a material breach of such quality of service levels, Reuters Limited
would be entitled to terminate the network services agreement. As a result of the network services
agreement, Reuters Limited is our largest customer. In connection with the network services agreement,
we also entered into a transitional services agreement with Reuters Limited, pursuant to which Reuters
Limited has agreed to provide us with technical, administrative and other services, including help desk
support, installation, maintenance and repair of equipment, customer related services such as processing
service orders, accounting functions and the provision of warehousing and other facilities, pending us
establishing our own capabilities. On September 28, 2001, we also entered into a co-location agreement
with Reuters America, pursuant to which we granted Reuters America the right to use portions of our
data center in Missouri. The co-location agreement has an initial term of five years and may be renewed
by Reuters America, at its option, for additional one-year periods. However, the agreement will
terminate concurrently with the network services agreement.

In connection with Bridge’s acquisition of the Company, as discussed in Note 1, Bridge funded the
Company’s operations during 1999 and up through our IPO date. At December 31, 2001, the Company
had amounts payable to Bridge of approximately $23 million consisting of a note payable and accrued
interest on the note. In addition, at December 31, 2001, the Company had amounts receivable from
Bridge of approximately $12.8 million, relating to network services provided by us to Bridge. As
described in Note 14, in February 2002 the Company entered into a series of agreements that resolved
the outstanding balances, both due to and due from Bridge. The Company earned $151.6 million and
$138.3 million in revenues from transactions with Bridge during the years ended December 31, 2000 and
2001, respectively, primarily for services rendered under the Bridge Network Services Agreement. These
amounts represented approximately 55% of the Company’s revenues for 2000 and 2001.

Bridge also agreed to pay SAVVIS up to $5.25 million in connection with potential termination liabilities
associated with the termination of network services that will no longer be required following the purchase
of Bridge’s assets by Reuters. As of December 31, 2001, $3.5 million of this amount had been earned
upon the closing of the Reuters’ acquisition of the Bridge assets. The Company believes that it will not
earn any additional termination liabilities from Bridge.

Through October 31, 2001, one member of our Board of Directors was also an Officer of Bridge.

Asset Purchase and Preferential Distribution — Simultaneous with the completion of our public offering,
the Company purchased or subleased Bridge’s global Internet protocol network assets. The purchase
price of the assets was approximately $77 million, of which approximately $52 million was paid from the
offering proceeds. For the balance of the purchase price, the Company entered into capital leases totaling
approximately $25 million with Bridge related to these network assets. The Company also paid a $69
million preferential distribution to Bridge.

Concurrent with the asset purchase, the Company also entered into a 10-year network services agreement
with Bridge under which the Company agreed to provide managed data networking services to Bridge.
The Company’s fees were based upon the cash cost to Bridge of operating the network as configured on
the date the Company acquired it, and fees for additional services provided following the closing of the
transfer were set for a three-year term based on an agreed pricing schedule.
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Revenue from affiliates was as follows:

2000 2001
Bridge Information Systems, Inc. ........ $151,649 $138,301
Reuters SA ... .. ... i — 30,055
Total ..o $151,649 $168,356

See Note 14 for other related party transactions.
3. CORPORATE REQRGANIZATION AND FINANCIAL TRANSACTIONS

The Company was originally organized in November 1995 and operated as SCC. Holdings was formed
in March of 1998 to acquire all of the outstanding capital of SCC.

On July 1, 1998, Holdings issued & million shares of Series C Preferred Stock and 108,896,798 detachable
common stock warrants for $8 million in cash.

The Company, based on an independent valuation, assigned $3.7 million to the value of the detachable
Series C common stock warrants. The $3.7 million was recorded as a discount on the preferred stock and
an increase in additional paid-in capital. Financing costs of $1.8 million were recorded as a discount
against the preferred stock. This resulted in $24.6 million of value being assigned to the Series C
Preferred Stock, with the difference between such value and the $30 million redemption value being
amortized through the mandatory redemption date. Amortization was charged to accumulated deficit
until the April 7, 1999 acquisition by Bridge.

Stock Split & Stock Authorization — On July 22, 1999, the Board of Directors of the Company declared
a 72,000-for-1 stock split of the Company’s shares of common stock. As a result, the Company had 125
million shares authorized, 72 million shares issued and outstanding with a $0.01 par value for each share
of common stock. All references to shares, options and warrants outstanding have been adjusted
retroactively for this stock split. On January 28, 2000, the Board of Directors increased the number of
authorized shares of the $.01 par value common stock from 125 million shares to 250 million shares.

Public Offering — An initial public offering of the Company’s common stock was completed in February
2000. A total of 17 million shares were sold in the offering, 14,875,000 shares sold by the Company and
2,125,000 shares sold by Bridge, all at $24 per share. The Company received net proceeds from this
offering of approximately $333 million, of which approximately $127 million was paid to Bridge. After the
offering, Bridge owned approximately 49 percent of the Company’s outstanding stock, and shareholders
of Bridge owned approximaiely 26 percent of the Company’s outstanding stock. As of December 31, 2000
and 2001 Bridge owned approximately 48% of the Company’s outstanding stock.

As described in Note 14, in March 2002, the Company issued approximately $158.1 million of 11.5%
Convertible Preferred Stock in exchange for a combination of cash and outstanding debt.

4. REDEEMABLE PREFERRED STOCK AND STOCK WARRANTS

Holdings Series B Preferred Stock — The Series B Preferred ranked junior to the Series C Preferred, but
senior to all other classes of the Company’s stock as to liquidation, dividends, redemption, and any other
payment or distribution with respect to capital stock. The Series B Preferred holders were not entitled
to dividends.

Holdings Series C Preferred Stock — The Series C Preferred ranked senior to all other classes of stock
of the Company as to liquidation, dividends, redemption, and any other payments and had a liquidation
preference equal to the Series C price per share of $1 plus accrued and unpaid dividends. Dividends
accrued quarterly at 8 percent , and to the extent not paid in cash, such dividends were added to the
liquidation preference of the Series C Preferred.
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See Note 1 for discussion of the redemption of the above Preferred Stock in connection with the
acquisition of the Company by Bridge in April 1999.

Common Stock Warrants — In March 1998, Holdings issued 13,799,812 warrants to purchase common
stock at a strike price of $0.10 in exchange for an equal amount of warrants to purchase common stock
of SCC with the same strike price. These warrants were cancelled in connection with the acquisition of
the Company by Bridge in April 1999.

Series { Warrants — In connection with the issuance of Series C Preferred Stock in March and July of
1998, the Company issued 408,362,922 of detachable warrants to purchase common stock of the Company
for a price below $0.01 per share. These warrants were cancelled in connection with the acquisition of the
Company by Bridge in April 1999.

Series A Warrants — In March 1998, Holdings issued 15,000 warrants to purchase Series A Preferred
Stock of Holdings at $10.64 per share in exchange for an equal amount of Series A Preferred Stock
Warrants of SCC with the same strike price. These warrants were then cancelled in connection with the
acquisition of the Company by Bridge in April 1999.

5. PROPERTY AND EQUIPMENT AND ASSET IMPAIRMENT

Property and equipment consisted of the following at December 31:

Useful
Lives
(in years) 2000 2001
Communications equipment . .. ... 3 $166,767 $ 139,877
DataCenter ................... 20 14,326 59,618
Construction in progress ......... - 83,884 10,365
Equipment under capital leases ... 3 -5 95,446 95,872
Other ........ ... .. ..ot 3-5 7,957 11,631
368,380 317,363
Less accumulated depreciation and

amortization ................. (49,372) (124,081)
Total ... ... i, $319,008 $ 193,282

Accumulated amortization for equipment under capital leases for 2000 and 2001 was $20.6 million and
$18.0 million, respectively. '

Equipment amortization and depreciation expense was as follows:

Amortization Depreciation
Expense Expense

Period (in millions) (in millions)
January 1, 1999 to April 6,1999 ......... $ 04 $ 03
April 7, 1999 to December 31, 1999 ...... 14 0.8
2000 ... e 19.3 29.6
2001 .. 12.9 64.1

Interest capitalized in 2000, related to the assets under construction, amounted to $0.3 million.

~ The Company recognized asset impairment & other write-downs of assets of $89.6 million in 2001, which
include:

e $31.5 million non-cash charge related to optical equipment for which the Company does not
expect to recover its costs either through operation or disposition of such equipment;
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o $44.1 million non-cash charge related to equipment purchased to support the Company’s wireless
initiative. Due to technical and supplier limitations, described in Note 10, the Company
abandoned its wireless plans and deemed the related equipment has no residual value and no
future planned use; and

o  $14.0 million non-cash charge related to the write down of other property and equipment that the
Company deemed without residual value and has no plans for future use.

During 2000, the Company recorded a write down in the amount of $2 million to reduce the carrying
value of our investment in'specialized customer application software to its estimated net realizable value.
In the period from January 1, 1999 through April 6, 1999, the Company recognized an impairment loss
related to property and equipment of $1.4 million.

6. NOTES PAYABLE AND CAPITAL LEASE OBLIGATIONS

The table below shows Notes payable as of December 31, 2001 and as adjusted for the pro forma effect

of the transactions described in Note 14.
Pro forma effect

As of December 31, as of Decemer 31,
2000 2001 2001
(unaudited)
Notes payable to Nortel Networks, Inc.
variable interest rate of 9.7% and 7%
as of December 31, 2000 and 2001,
respectively .......... ... ... ... $ 75,066 $ 85273 $ —
Note payable to Winstar Wireless, Inc.,
interest at 11% ......... ..o 16,458 16,458 16,458
Note payable to Winstar Wireless, Inc.,
interest at 11% ....... .. ... 8,560 8,560 8,560
Convertible Senior Secured Notes Payable
to Welsh Carson, interest at 10% ...... —_ 21,044 —
Convertible Senior Secured Notes Payable
to Reuters, interest at 12% ............ — 39,068 —
Total notes payable .................... 100,084 170,403 25,018
Less current portion .................... (75,066) (146,684) (1,299)
Non-current portion .................... $ 25,018 $ 23,719 $ 23,719

On June 30, 2000, the Company entered into a credit agreement with Nortel Networks, Inc. (“Nortel”)
for the financing of approximately $38 million of network equipment and services. On September 5, 2000,
this agreement was amended and restated, resulting in an increase to a $235 million advancing term loan
- facility for the purpose of financing a portion of the Company’s costs to purchase network equipment and
installation services from Nortel and to pay certain third party expenses. As of December 31, 2001, the
Company has drawn approximately $85 million under this financing agreement. Due to the violations of
covenants in this agreement occurring in February 2001, relating to Bridge’s petiticn in bankruptcy, all
amounts due under this agreement have been classified as current as of December 31, 2001. The notes
bear interest at a variable market-based interest rate, and this interest is paid at the end of the interest
period or three months after the commencement of the interest period, whichever is earlier. From March
2001 to March 2002 we did not pay interest and other fees due under the credit agreement. During this
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period, Nortel provided waivers on all defaults under the credit agreement. In March 2002, the company
repurchased all of the outstanding obligations under the Nortel credit agreement in a series of
transactions described in the Subsequent Events disclosure in Note 14.

During 2000, the Company executed two agreements to acquire telecommunications equipment and
related services with Winstar Wireless, Inc. (“Winstar”), resulting in the financing by Winstar of
approximately $25 million of equipment, over six years at 11% interest. Principal and interest are payable
quarterly, in installments over the term of the notes. On April 17, 2001, SAVVIS provided notice to
Winstar that a material breach had occurred under the Master Agreement relating to Winstar’s
installation of the wireless equipment components and accordingly, terminated the equipment purchase
and installation agreements. On April 18, 2001, Winstar filed for bankruptcy under Chapter 11 of the
Bankruptcy Code. The Company to date has not performed all obligations to Winstar, nor has Winstar
performed all of its obligations to the Company. In addition, the Company ceased making payments on
the Winstar notes in March 2001.

On September 25, 2001, Winstar filed suit in the Delaware Bankruptcy Court seeking a total of
approximately $38 million from the Company for the repayment of the note payable and the professional
services liabilities described above, which includes a refund of $8.5 million of services prepaid by Winstar.
In turn, we have filed Savvis proofs of claim with the bankruptcy court overseeing the Winstar proceeding .
in the amount of approximately $19 million. The court has agreed to our motion to submit the dispute
to arbitration. We believe we have substantial defenses to the suit.

In 2001, Welsh Carson Anderson and Stowe (“Welsh Carson”) purchased $20 million of 10% convertible
senior secured notes due in 2006, convertible into common stock at $1 ¥ per share. The notes were
collateralized by the Company’s data center building in St. Louis, MO. Interest was payable in kind,
compounded on a semi annual basis, in the form of additional notes, which were convertible into common
stock at a conversion price of $1 ¥is per share commencing August 31, 2001 through maturity. Under the
terms of the notes, Welsh Carson had the right to declare the notes due and payable upon acceleration
of any of our indebtedness. As of December 31, 2001, due to the acceleration of other notes outstanding,
Welsh Carson had the right to call these notes, therefore the notes are treated as current liabilities.
Subsequent to December 31, 2001, the company exchanged all of the outstanding notes for preferred
stock as described in the Subsequent Events disclosure in Note 14.

In 2001, Reuters purchased $37.5 million of 12% convertible senior secured notes due in 2005, convertible
into common stock at $1.35 per share. The notes were collateralized by the Company’s data center
building in St. Louis, MO. Interest was payable in kind, compounded on a semi annual basis, in the form
of additional notes, which were convertible into common stock at a conversion price of $1.35 per share
commencing August 1, 2001 through maturity. Under the terms of the notes, Reuters had the right to
declare the notes due and payable upon acceleration of any of our indebtedness. Subsequent to
December 31, 2001, the Company exchanged all of the outstanding notes for preferred stock as described
in the Subsequent Events disclosure in Note 14.

The Company leases various equipment under capital leases. The below table summarizes future
minimum lease payments under capital leases as of December 31, 2001 and as adjusted for the pro forma
effect of the transactions described in Note 14.

Pro forma
As of . . effect as of
December 31, December 31,
2601 2001
(unaudited)
2002 $49,439 $10,641
2003 L e 20,023 2,281
2004 ... 1,046 —
2005 e — 7,301
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2006 ... — —
Thereafter ........... ... i, — 52,577
Total capital lease obligations .............. 70,508 72,800
Less amount representing imputed interest . . .. (4,733) {(7,923)
Less current portion .. .................... (45,800) (10,145)
Capital lease obligations, less current portion . . $ 19,975 $ 54,732

From April 2001 until March 2002 we did not pay our monthly amounts due to GECC under capital lease
cobligations, causing a default in our agreement with GECC. During this pericd, GECC provided waivers
on all defaults under the capital lease obligations. In March 2002, the Company renegotiated the terms
of these capital lease agreements, the details of which are included in the Subsequent Events disclosure
in Note 14.

7. EMPLOYEE STOCK QPTIONS

On July 22, 1999, the Company’s Board of Directors adopted a new stock option plan (“the 1999 Stock
Option Plan”’) and authorized 8 million stock options to be granted under the plan. On December 7, 1959,
an additional 4 million stock options were authorized by the Board of Directors to be granted under this
plan. During the period from April 7, 1999 through December 31, 1999, the Company granted options to
purchase 4,139,000 shares of its common stock to selected employees of Bridge. Also during the period,
the Company granted options to purchase up to 4,409,508 shares of its common stock to its employees.
Some of these options contain accelerated or immediate vesting provisions, and shares issued upon
exercise of these options are restricted as to future sale or subject to repurchase. During the period from
April 7, 1999 to December 31, 1999, the Company issued 4,477,287 shares of restricted stock subject to
repurchase in connection with the exercise of these options.

During 2000, the Company granted options to purchase 60,000 shares of its common stock to selected
employees of Bridge. Also during the period, the Company granted options to purchase up to 2,924,500
shares of its common stock to employees and 45,000 shares of our common stock to three non-employee
members of our Board of Directors. Some of these options contain accelerated or immediate vesting
provisions, and shares issued upon exercise of these options are restricted as to future sale or subject to
repurchase. During the year, the Company issued 638,500 shares of restricted stock subject to repurchase
in connection with the exercise of these options.

On January 23, 2001, an additional 12,000,000 stock options were authorized by the Board of Directors
under the plan, subject to stockholder approval. This authorization expired in January 2002.

The Company has elected to follow APB No. 25 and related interpretations in accounting for its
employee stock compensation plans. Under the provisions of APB No. 25, compensation expense is
recognized to the extent the value of the Company’s stock exceeds the exercise price of options or
restricted stock at the measurement date.

In accordance with FIN 44, the accounting for stock options granted to non-employees (excluding
non-employee members of the Company’s Board of Directors) changed effective July 1, 2000. These
non-employee stock options are now accounted for under the fair value method of SFAS No. 123.
Further, in accordance with FASB Interpretation No. 28, “Accounting for Stock Appreciation Rights and
Other Variable Stock Option or Award Plans” (“FIN 28”), these non-employee options are accounted
for as variable plan awards, and are adjusted for changes in the quoted market value of the shares of the
Company’s stock covered by the grant each reporting period. The fair value of these options was
estimated at December 31, 2001, using the following assumptions: expected volatility of 50 percent, a
risk-free interest rate of 5.1 percent, an assumed dividend yield of zero, and an expected life of the
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options of up to four years. The weighted average fair value of these options was $0.50 as of December
31, 2001, and the Company recognized $0.5 million and $0.6 million in compensation expense in 2000 and
2001, respectively related to these non-employee grants.

Pro forma information regarding net income is required by SFAS No. 123 and has been determined as
if the Company had accounted for its stock options granted to employees and non-employee members
of its Board of Directors under the fair value method of the statement. The fair value of the options was
estimated at the date of grant. For periods prior to 2000 the minimum value method was used to estimate
the fair value of these options. Under this method, the expected volatility of the Company’s common
stock was not estimated, as there was no market for the Company’s common stock in which to monitor
such stock price volatility. Due to the short period of time that the Company’s common stock has been
publicly traded, an expected volatility estimate of 50 percent has been used for 2001. The calculation of
the fair value of the options granted in 1999, 2000 and 2001 assumes a weighted average risk-free interest
rate of 6.3 percent, 6.2 percent, and 4.8 percent, respectively, an assumed dividend yield of zero, and an -
expected life of the options of four years. The weighted average fair value of options granted was below
$.01 per share for the period January 1 to April 6, 1999. For the period April 7, 1999 to December 31,
1999, the weighted average fair value of options granted was $6.51 per share, for 2000 the weighted
average fair value of options granted was $7.92 per share and for 2001, it was $0.41. For purposes of pro
forma disclosures, the estimated fair value of the options is amortized to expense over the options’ vesting
periods.

Had compensation cost for the Company’s stock option plans above been determined consistent with the
provisions of SFAS No. 123 based on the fair value at the grant date, the Company’s pro forma net loss
would have been as follows:

April 7 to Year Ended Year Ended
January 1 to December 31, December 31, December 31,
April 6, 1999 1999 2000 2001
{Predecessor) (Successor) {Successor) (Successor)
Net Loss:
Asreported ............i.i.n $(8,075) $(38,617) $(164,851) $(288,896)
Proforma ................... (8,104) (38,683) (165,593) (289,358)
Basic and diluted net loss per share:
Asreported .................. (14 (.54) (1.89) (3.10)
Pro forma ................... (.14) (.54) (1.90) (3.11)
The following table summarizes stock option activity:
Number of Weighted
Shares of Average
Common Stock Price Per Exercise

Options Share Price
(In Thousands)

Balance, January 1, 1999

(predecessor) ......vviiiii i $ 115,200 $0.01 $ 0.07 $0.02
Granted .......... ... 7,409 0.01 0.02 0.03
Exercised .......... ..., 2,700; 0.01 0.01
Forfeited ......... ... ... ... ..., 3,789 0.01 0.02 0.02

Balance, April 7, 1999

(predecessor) ......c.covieieiiiiiin.., 116,120 0.01 0.07 0.02
Cancelled upon acquisition by Bridge .. (116,120) 0.01 0.07 0.02
Granted ....... ... ... et 8,549 -— 0.50 $0.50
Exercised ........... ... ..ol ¢ ,210; — 0.50 0.50
Forfeited ........... ... ... it (373 — 0.50 0.50

Balance, December 31, 1999

(SUCCESSOT) . \vvvtiieen e 2,966 — 0.50 0.50
Granted ........ ... il 3,029 $0.50 24.00 9.22
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Exercised .........viiiiiiiininn. 996 — 0.50 0.50
Forfeited ...........coviveaiiin.. .. 582 0.50 19.69 6.86
Balance, December 31, 2000
(SUCCESSOT) ..vvvviiiiieee .. 4,417 0.50 24.00 7.29
Granted .............ccviiiiiiii... 232 — 0.94 0.94
Exercised .............oiiiiiie (126 — 0.50 0.50
Forfeited ................ [ (1,559 0.50 19.69 2.91
Balance, December 31, 2001
(SUCCESSOT) .. .vvvvriiiiiiiiuas 2,964 0.50 24.00 6.20
Options exercisable at December 31, 1999 . 1,094 $0.50 . § — $0.50
Options exercisable at December 31, 2000 . 1,022 $0.50v $24.00 $2.37
Options exercisable at December 31, 2001 . 1,316 $0.50 $24.00 $5.02

The following table summarizes information regarding stock options outstanding and exercisable at
December 31, 2001:

Options Qutstanding Options Exercisable
. Weighted Weighted
Exercise Price Number Average Average Number Weighted Average
Range Qutstanding Remaining Life Exercise Prices Exercisable Exercise Prices
$0.50 to $1.33 ...... 1,307,710 7.77 $ 0.56 791,725 $ 052
$2.00 to $3.69 ...... 391,875 8.89 2.57 101,435 2.57
$8.00 to $10.00 ..... 666,500 8.46 9.19 223,554 9.40
$11.75 to $14.94 .. .. 357,500 8.48 13.36 - 89,375 13.36
$2400 ... 240,000 8.12 24.00 110,600 24.00
$.50 to $24.00 ...... 2,963,585 8.19 $ 6.20 1,316,089 5.02

Included in the option grants discussed above, during the period from October 1999 through February
2000 , the Company granted 3,108,758 stock options at an exercise price of $.50 per share, and 618,500
stock options at an exercise price of $10 per share, to employees of SAVVIS and Bridge. Non-cash
compensation cost based upon the difference between the exercise price and the imputed fair value of the
Company’s stock as of the respective option grant dates totaling approximately $61.2 million will be
recorded over the vesting periods of such options, which periods range from immediate up to four years.
Approximately $1.5 million, $14.5 million and $15.3 million in non-cash equity based compensation was
recorded in the period from April 7, 1999 to December 31, 1999, the years ended December 31, 2000 and
2001, respectively. No non-cash equity based compensation was recorded in the period from January 1,
1999 to April 6, 1999.

8. EMPLOYEE SAVINGS PROGRAM

The predecessor Company sponsored an employee savings plan that qualified as a defined contribution
arrangement under Section 401(k) of the Internal Revenue Code. All employees were allowed to
contribute a percentage of their base salary, subject to limitations. The Company made no contributions
to the plan during 1998 or the 1999 predecessor period. Effective with the acquisition of the Company
by Bridge, the plan administrator and investment options were changed, and the plan was amended to
incorporate an employer matching contribution. The Company matches 50% of employee contributions
up to a maximum of 6% of total compensation or $2,400, whichever is less. Company contributions under
this plan vest ratably over five years, and totaled $0.2 million for the period from April 7, 1999 to
December 31, 1999, $0.5 million for 2000 and $0.8 million for 2001.
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9. INCOME TAXES

We incurred operating losses from inception through December 31, 2001 and, therefore, have not
recorded a provision for income taxes.

No U.S. and Foreign Income taxes were provided for the periods from January 1, 1999 to April 6, 1999, -
April 7, 1999 to December 31, 1999 and for the years ended December 31, 2000 and 2001, respectively,

as the potential deferred tax benefit, resulting primarily from the net operating losses, was fully offset by

a valuation allowance against such deferred tax benefit.

At December 31, 2000 and 2001, the Company recorded a valuation allowance of $71.2 million and $172.8
million respectively, against the net deferred tax asset due to the uncertainty of its ultimate realization.
The valuation allowance increased by $4.9 million from December 31, 1998 to December 31, 1999, $55.0
million from December 31, 1999 to December 31, 2000 and $101.6 million from December 31, 2000 to
December 31, 2001.

The components of deferred tax assets and liabilities are as follows at December 31:

2000 2001
Deferred tax assets:
Net operating loss carry forwards ...... $ 67,643 $ 132,254
Fixedassets ......................... 1,541 —
Asset impairment .................... — 32,202
Deferred revenue .................... — 5,900
Accrued payroll ............. .. ... 950 2,832
Other ... . i i 2,059 3,852
Gross deferred tax assets ........... $ 72,193 $ 177,040
Deferred tax liabilities:
Intangible assets .........coovieiiiinn (1,004) —
Fixed assets....... e — (4,272)
Gross deferred tax liabilities ........ (1,004) (4,272)
71,189 172,768
Valuation allowances ................... (71,189) , (172,768)
Net deferred tax assets ................. $ — $ —

The components of loss before income taxes consist of the following:

The Period From The Period
January 1, 1999 From April 7
to April 6 to December 31, The Years Ended December 31,

1999 1999 2000 2001
Domestic .......oviii i e $(8,075) $(38,617) $(155,739) $(268,506)
Foreign ........ ..ot iininnnn. — — (9,112) (20,390)
Total loss before income Taxes ............. $(8,075) $(38,617) $(164,851) $(288,896)

At December 31, 2001, the Company has approximately $319 million in U.S. net operating loss
carryforwards expiring between 2011 and 2021. The net operating losses generated by the Company
during the period between April 7, 1999 and September 10, 1999 may be utilized by Bridge in its
consolidated tax return.

Section 382 of the Internal Revenue Code restricts the utilization of U.S. net operating losses and other
U.S. carryover tax attributes upon the occurrence of an ownership change, as defined. Such an ownership
change occurred during 1998, again in 1999 as a result of the acquisition of our company by Bridge and
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in 2002 in connection with the transaction described in Note 14. This limitation restricts our ability to
utilize the net operating losses over the U.S. Statutory carryforward periods ranging from 15 to 20 years.
Under Section 382 of the Internal Revenue Code, the amount of income that a corporation may offset
each year after an ownership change against a net operating loss is limited to an amount determined by
multiplying the value of the equity of the corporation just prior to the ownership change by the Federal
Long Term tax exempt rate which was approximately 5% on the date of the change of ownership.

At December 31, 2001, net operating loss carryforwards for our foreign subsidiaries are about $30 million
primarily from the United Kingdom, Singapore, Switzerland, Germany, Australia, Hong Kong and
Canada. The aforementioned countries each have unlimited carryforward periods except Switzerland and
Canada which are seven years.

The effective income tax rate differed from the statutory federal income tax rate as follows:

Peried From Period From
January 1 to April 7 to
April 6, December 31, Years Ended December 31,
1999 1999 2000 2001
(Predecessor) (Predecessor) (Successor) {Successor)
Federal statutory rate .................. 34% 34% 34% 34%
State taxes, net of federal benefit ........ 4% 4% 4% 4%
Change in valuation allowance primarily
due to net operating loss carry forwards . (38)% (3)% 34)% 30)%
Attribution of net operating loss to Bridge . — 23)% — -
Non-deductible goodwill amortization . ... — (12)% )% 3%
Non-deductible compensation ........... = = ()% (5%
Effective income taxrate ............... 0% _0% _0% _0%

10. COMMITMENTS AND CONTINGENCIES

The Company leases communications equipment and office space under varicus operating leases. Future
minimum lease payments at December 31, 2001 are as follows:

Communications Office
Equipment Space Total
2002 e $ 64 $ 8,451 $ 8,515
2003 L e 60 7,292 7,352
2004 ... 40 5,767 5,807
2005 o e 16 5,182 5,198
2006 ... e e 8 4,912 4,920
Thereafter ............ccccvviinino... i 17,921 17,921
Total ... $188 $49,525 $49,713

Rental expense under operating leases for the periods from January 1, 1999 through April 6, 1999 and
from April 7, 1999 through December 31, 1999 was $0.6 million and $1.9 million, respectively. Rental
expense under operating leases for 2001 and 2000 was $12.6 and $8.4 million, respectively.

From April 2001 until March 2002 we did not pay our monthly amounts due to GECC under capital lease
obligations, causing a default in our agreement with GECC. During this period, GECC provided waivers
on all defaults under the capital lease obligations. In March 2002, the Company renegotiated the terms
of these capital lease agreements, the details of which are included in the Subsequent Events disclosure
in Note 14.

SAVVIS has employment agreements with several key executive officers. These agreements contain
provisions with regard to base salary, bonus, stock options, and other employee benefits. These
agreements also provide for severance benefits in the event of employment termination or a change in
control of the Company.
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In August 2000, the Company entered into a 20-year agreement with Kiel Center Partners, L.P. (“KCP”)
pursuant to which it acquired the naming rights to an arena in St. Louis, MC. Upon execution of the
agreement, total consideration for these rights amounted to approximately $72 million, including 750,000
shares of its common stock issued by the Company to KCP. The related expense will be recognized over
the term of the agreement. On March 21, 2001, KCP notified the Company that it was in default of the
agreement relating to possible future insolvency of SAVVIS, a claim KCP subsequently withdrew. The
parties entered into an amendment, dated August 21, 2001, of the agreement providing for the payment
of $1.25 million on each December 31, through 2005. These payments will be deducted from payments
otherwise owed under the agreement in 2007 through 2010. As of December 31, 2001, the Company has
recorded approximately $4.5 million of deferred charges resulting from the issuance of common stock
under this agreement.

On June 30, 2000, the Company entered into a Global Purchase Agreement (the “Global Purchase
Agreement”’) with Nortel Networks, Inc. (“Nortel”). This agreement called for the Company to purchase
and take delivery of products and services from Nortel in the amount of $155 million from the date of
the agreement through December 31, 2003. These products and services were to be financed by Nortel
pursuant to a credit agreement. Concurrent with the execution of the Global Purchase Agreement, on
June 30, 2000, the Company entered into a credit agreement with Nortel Networks Inc. (“Nortel”) for
the financing of approximately $38 million of network equipment and services. On September 5, 2000,
this credit agreement was amended and restated, resulting in an increase to a $235 million advancing term
loan facility (the “Term Loan”) for the purpose of financing a portion of the Company’s costs to purchase
network equipment and installation services from Nortel and to pay certain third party expenses. As of
December 31, 2001, the Company had drawn approximately $85 million under this financing arrangement
for the purchase of equipment and services and other third-party costs. As disclosed in Note 14, the
Company entered into a series of agreements that resulted in the elimination of any future purchase
commitments from Nortel.

Bridge’s Voluntary Petition constituted an event of default under the Nortel Term Loan Facility. As a
consequence, the unused portion of the Nortel Term Loan Facility was terminated and the amounts owed
became immediately due and payable. The Company has reported the full balance of the Nortel Term
Loan Facility as of December 31, 2001 in notes payable — current portion (See Note 7). As of December
31, 2001, $4.4 million of interest was due to Nortel. The Company repurchased all of the outstanding
notes issued pursuant to the credit agreement in March 2002 as more fully described in Note 14.

As of December 31, 2001, deferred financing costs of $2.7 million associated with the Nortel Term Loan
Facility are included as Other Non-current Assets on the Company’s balance sheet. No provision for any
possible impairment of these deferred financing costs has been made in the accompanying financial
statements.

On August 2, 2000, the Company entered into two agreements with a communications services providor.
These agreements granted to SAVVIS exclusive indefeasible rights of use (“IRU”) in certain segments
of a multi-conduit fiber optic communications system. The term of each agreement was for a 20-year
period beginning with the acceptance of a segment and payment by SAVVIS of the segment IRU fee.
The agreements stipulated payments by SAVVIS totaling approximately $36.2 million. As of December
31, 2001, the Company had paid approximately $11.5 million pursuant to these agreements, which
amounts were funded by drawings on the Nortel Term Loan. As disclosed in Note 14 the Company
entered into an agreement with this vendor providing for a payment of $2.5 million over 18 months, the
lease of communications capacity and the release of the Company from its obligations under the IRU
agreements.

On June 30, 2000, SAVVIS executed two agreements to acquire approximately $30 million of
telecommunications equipment and related services with Winstar Wireless, Inc. (“Winstar””). Upon
execution, the Company took delivery of certain equipment and paid approximately $5 million to
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Winstar. Of the remaining $25 million, approximately $16.5 million, included in Notes Payable at
December 31, 2001, has been financed by Winstar over six years at 11% interest. Payments commenced
in the third quarter of 2000. The remaining balance of $8.5 million was recorded in other accrued
liabilities, with payments of approximately $2 million due every three months uatil July 2001. On
September 29, 2000, the Company executed an additional agreement with Winstar to acquire $10.1
million in telecommunications equipment. This agreement called for a down payment of $1.5 million,
which was paid by SAVVIS in October 2000. The remaining $8.6 million, included in Notes Payable at
December 31, 2001, was also financed by Winstar over six years at 11% interest, with payments being
made quarterly beginning in December 2000.

On April 17, 2001, SAVVIS provided notice to Winstar that a material breach had occurred under the
Master Agreement relating to Winstar’s installation of the wireless equipment components and
accordingly, terminated the equipment purchase and installation agreements. On April 18, 2001, Winstar
filed for bankruptcy under Chapter 11 of the Bankruptcy Code. The Company to date has not performed
all obligations to Winstar, nor has Winstar performed all of its obligations to the Company. In addition,
the Company ceased making payments on the Winstar notes in March 2001. As of December 31, 2001,
approximately $4 million remains in other accrued liabilities.

On September 25, 2001, Winstar filed suit in the US Bankruptcy Court for Delaware seeking a total of
approximately $38 million from the Company for the repayment of the note payable and professional
services liabilities, as well as the refund of $8.5 million of Internet services prepaid by Winstar. In turn,
we have filed a proof of claim with the court overseeing the Winstar bankruptcy proceeding in the
amount of approximately $19 million. The court has agreed to refer the dispute to arbitration. We believe
we have substantial defenses to the suit.

During the year ended December 31, 2000, the Company invested $45.5 million to construct and equip
a 100,000 square foot data center in Hazelwood, MO. In May 2001, Bridge and SAVVIS executed a
ninety-nine year land lease, effective February 18, 2000 (subsequently acquired by Reuters in connection
with the Reuters Asset Acquisition from Bridge), with monthly rental payments of $27,443 for the first
twenty-four months, beginning in December 2000, for the land on which the St.Louis data center resides.
Thereafter, the rent for each subsequent year is increased at a rate of 2% per annum. In the lease,
SAVVIS has the option to purchase the land from Reuters at the greater of $3 million or at the Fair
Option Value, as defined in the agreement. In addition, Reuters has a put right option during the first ten
years of the lease agreement to require SAVVIS to purchase the land from Reuters at a price of $3
million in the first year; reduced by $0.3 million each year thereafter. The put right option can only be
exercised should the data center be damaged, SAVVIS is unwilling to repair the damage, and SAVVIS
is in default under the lease.

At December 31, 2001, the Company, as lessee, had network assets under capital leases with Bridge, as
sublessor, of $25 million. Bridge leased the underlying assets from General Electric Capital Corporation
(“GECC”). In 2002, we entered into a direct lease with GECC on similar economic terms as our sublease
with Bridge. The amount of the remaining obligation at December 31, 2001 was $6.2 million.

We have arrangements with various suppliers of communications services that require us to maintain
minimum spending levels some of which increase over time. Our aggregate minimum spending level is
approximately $59 million, $62 million, $55 million and $15 million in years 2002 to 2005, respectively.
Should SAVVIS not meet the minimum spending level in any given year, decreasing termination
liabilities representing a percentage of the remaining contracted amount may immediately become due
and payable. Furthermore, certain of these termination liabilities are subject to reduction should
SAVVIS experience the loss of a major customer or suffer a loss of revenues from a downturn in general
economic activity. Before considering the effects of any reductions for the business downturn provisions,
if SAVVIS were to terminate all of these agreements as of March 31, 2002, the maximum termination
liability would amount to approximately $155 million.
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The Company is subject to various other legal proceedings and other actions arising in the normal course of
its business. While the results of such proceedings and actions cannot be predicted, management believes,
based on the advice of legal counsel, that the ultimate outcome of such proceedings and actions will not have
a material adverse effect on the Company’s financial position, results of operations or cash flows.

11. VALUATION AND QUALIFYING ACCOUNTS

Activity in the Company’s allowance for doubtful accounts was as follows for the periods presented:

Additions

Balance at  Charged to Balance at
Beginning Costs and End of
Period Ended of Period Expenses Deductions Period
April 6, 1999 (Predecessor) ................ $149 $ 61 $ (39 $ 175
December 31, 1999 (Successor) ............. 175 781 (581) 375
December 31, 2000 (Successor) ............. 375 2,066 (1,641) 800
December 31, 2001 (Successor) ............. 800 - 10,020 (9,695) 1,125

12. INDUSTRY SEGMENT AND GEOGRAPHIC REPORTING

SFAS No. 131 “Disclosures about Segments of an Enterprise and Related Information,” established
standards for reporting information about operating segments in financial statements. Operating
segments are defined as components of an enterprise engaging in business activities about which separate
financial information is available that is evaluated regularly by management in to assess performance and
to allocate resources. '

The Company’s operations are organized into three geographic operating segments Americas, Europe
and Asia. The Company evaluates the performance of its segments and allocates resources to them based
on revenue and adjusted EBITDA, which is defined as the respective consolidated loss before interest,
taxes, depreciation, amortization, non-cash equity-based compensation, asset impairment and other
write-downs of assets and restructuring charges. Adjusted EBITDA is not determined in accordance with
accounting principles generally accepted in the United States of America, is not indicative of cash used
by operating activities and should not be considered in isolation or as an alternative to, or more
meaningful than, measures of operating performance determined in accordance with accounting
principles generally accepted in the United States of America. Additionally, our calculation of adjusted
EBITDA may not be comparable to similarly titled measures of other companies as other companies may
not calculate it in a similar manner. Financial information for the Company’s geographic segments for
2000 and 2001 is presented below. In the periods prior to 2000, the company had one operating segment
— the Americas. In 2000 and 2001, revenues earned in the United States represented approximately 72%
and 79%, respectively, of total revenues. Revenues in no other country exceeded 10% of total revenues.

2000 Americas Europe Asia Eliminations Total
Revenue ....... PN $149,602 $21,818 $14,904 $ — $186,324
Adjusted EBITDA ...................... (80,382) (3,017) (280) — (83,679)
ASSElS ... 434,391 4,127 402 (298) 438,622
Capital Additions ............ .. ... ....... 339,654 12,020 8,948 — 360,622
) 2001 Americas Europe Asia Eliminations Total
Revenue ............coviiiinnin. $207.975 $20,395 $14,425 $ — $242,795
Adjusted EBITDA .......... .. ... ... ... (59,338) (4,0006) (2,545) — (65,889)
ASSELS . e 267 426 8,581 5,061 (25,428) 255,640

Capital Additions . ................ ... .... 34,105 507 372 — 34,984
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Adjusted EBITDA for all reportable segments differs from the consohdated loss before income taxes
reported in the consolidated statement of operations as follows:

2090 2001
Adjusted EBITDA ...ttt $ (83,679) $ (65,889)
Plus adjustments as follows:
Depreciation and amortization ................ (60,511) (88,079)
Interest, et v vvvvnnt et (4,202) (25,221)
Non-cash equity based compensation .......... (14,459) (15,253)
Asset impairment and other write-downs of asset (2,000) (89,633)
Restructuring charges ........................ — (4,821)
Consolidated loss before income taxes ........... $(164,851) $(288,896)
13. QUARTERLY FINANCIAL DATA (UNAUDITED)
Following is summary information for the 2600 and 2001 quarters.
First Second Third Fourth
2000 _
Revenues ............. e $ 24,463 $ 50,241 $ 52,811 $ 58,809
Operating 10SS .. ................... (27,330) (39,554) (46,071) (47,694)
Netloss o oo (26,864) (39,011) (47,166) (51,810)
Basic and diluted loss per common share $ (34 $ (44) $  (53) $ (57)
2001
Revenues .......ooveviiiinnnnnn.. $ 59,744 $ 57,744 $ 58,352 $ 66,955
Operating 108§ ............ A (51,722) (114,453) (75,534) (21,966)
NETIOSS . oo, (56,454) (123,284) (81,392) (27,766)

Basic and diluted loss per. common share $ (062) $ (135 $ (0.89) $ (0.30)

Quarterly and year-to-date computations of per share amounts are made independently. Therefore, the
sum of per share amounts for the quarters may not agree with per share amounts for the year.

In the second and third quarter of 2001, the Company experienced a significant increase in losses primarly
due to asset impairment charges and other write-down of assets as disclosed in Note 5.

14. SUBSEQUENT EVENTS

In March 2002, the Company issued $158.1 million of convertible preferred stock (the “Preferred”).
Preferred totaling $117.2 million was issued to Welsh Carson and its affiliates in exchange for $57.5
million in cash, satisfaction of all of the outstanding principal and accrued interest on the Company’s 16%
convertible senior notes totaling $22.2 million, and satisfaction of all of the principal and interest owed
in respect of notes issued pursuant to the Credit Agreement with Nortel Networks, Inc. totaling $90.9
million. Preferred totaling $40.9 million was also issued to Reuters Holdings Switzerland S.A. in
satisfaction of all of the outstanding principal and accrued interest on the Company’s 12% convertible
senior notes totaling $40.9 million.

The Preferred accrues dividends at the rate of 11.5% per annum on the outstanding accreted value
thereof (initially $1,000 per share). Dividends may not be paid in cash until after the eighth anniversary
of the original issuance date. Accrued but unpaid dividends will be added to the outstanding accreted
value quarterly. The Preferred is convertible into such number of our common stock equal to the
outstanding accreted value divided by the conversion price. The Preferred is initially convertible into
approximately 210.8 million shares of common stock, at a conversion price of $0.75 per common share,
and is entitled to vote on all matters (other than any voluntary repurchase of the Preferred) submitted
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to the common stockholders on an as-if-converted basis, representing approximately 69% of the voting
stock of the Company. The conversion price of $0.75 was set a few days before the commitment date for
the Preferred. On the commitment date, the closing price of the Company’s common stock was $1.00.
Accordingly, the Company also recorded a non-cash beneficial conversion feature of $52.7 million,
representing the $0.25 per share intrinsic value of that feature, as a return to the Preferred shareholders
in March 2002.

In March 2002, the Company also entered into a $56.5 million amended and restated master lease
agreement with GECC. The amended lease carries a 12% interest rate, which accrues through December
31, 2004, and payable in cash thereafter. The principal amount of the amended lease is due on March 8,
2007. The amended lease calls for excess cash flow, as defined, to be used first for the payment of any
accrued and unpaid interest and second for the prepayment of principal on the capital leases. The
amended lease places limits on the level of capital expenditures that can be made by the Company and
restricts the payment of dividends. In connection with this transaction, the Company also issued five year
warrants to purchase 9.6 million shares of its common stock at $0.75 per share.

In February 2002, the Company entered into an agreement with Bridge wherein the Company agreed to
pay Bridge $11.9 million in satisfaction of $27.5 million representing all amounts due to Bridge. The
Company also agreed not to pursue the collection of $18.7 million of pre-petition receivables owed to it
by Bridge and to assign to Bridge any claims it had against other Bridge entities with the exception of
Bridge Canada where the Company retained its right to receive a pro rata distribution of assets from the
liquidation of Bridge Canada. All amounts due under the settlement agreement were paid in March 2002.

In March 2002, the Company entered into agreements with three of its vendors to settle certain
obligations of the Company as follows: amended its Global Purchase Agreement with Nortel releasing
the Company from its obligation to purchase optical equipment; entered into an agreement with a
communications services vendor providing for the payment of $2.5 million over 18 months, the lease of
communications capacity and the release of the Company from its obligations under the IRU agreements
entered into in August 2000 so long as the Company is not in default under the communications capacity
agreement; and satisfied all of its outstanding obligations to a vendor for a cash payment of $10.0 million.
In connection with these vendor transactions, the Company also issued five year warrants to purchase 6.4
million shares of its common stock at $0.75 per share.

As a result of these transactions the Company expects to record an extraordinary net gain of $61.1 million
in the first quarter of 2002.

The balance of the proceeds will be used for general working capital purposes. The following summary
financial information includes an unaudited pro forma column to illustrate the balance sheet at December
31, 2001. The unaudited pro forma summary financial information has been adjusted to reflect the impact
of these transactions. This information is for illustrative purposes only and is not meant to be indicative
of actual results that might have been achieved or results that might be attained in the future.
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SAVVIS COMMUNICATIONS CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - (Continued)

2001 Pro Forma 2001
(unaudited)
(in thousands)

BALANCE SHEET DATA:

Cash and cash equivalents ................oieeviiiinnennn. $ 14,405 $ 32,687
Total CUTTENT @SSELS .« v\ vt e ettt ie et it ieee et eeennn, 46,005 50,283
TOtal ASSELS « oo vt v ettt et e e e e e 255,640 259,918
Total current liabilities .. ..ot it i e 348,898 94,409
Debt and capital lease obligations ..................... oL 259,504 93,083
Total liabilities .. ... ..t i i it e nas 412226 195,683
Preferred StOCK .. i i e e — 157,013
Stockholders’ equity (deficit), excluding preferred stock .......... (156,586) (92,778)
Stockholders’ equity {deficit) ............... ... .. ... (156,586) 64,235

On March 22, 2002, Yipes Communications, Inc. (“Yipes”) filed a voluntary petition for reorganization
under Chapter 11 of Title 11 of the United States Bankruptcy Code. The Company is still evaluating its
$1.0 million investment in Yipes to determine if impairment has occured. Management does not believe
that the loss of its investment would have a material adverse effect on the financial condition of the

Company.
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Imvestor Informatiom

Board Of Directors

Robert A. McCormick, Chairman of the Board and
Chief Executive Officer

John D. Clark, General Partner
Welsh, Carson, Anderson & Stowe

John M. Finlayson, President and
Chief Operating Officer

David J. Frear, Executive Vice President and
Chief Financial Officer

Clyde A. Heintzelman, Chairman of the Board
Optelecom, Inc.

Thomas E. Mclnerney, General Partner
Welsh, Carson, Anderson & Stowe

James E. Ousley, President and
Chief Executive Officer
Vytek Wireless, Inc.

James P. Pellow, Executive Vice President and
Treasurer
St. John’s University

Patrick J. Welsh, General Partner
Welsh, Carson, Anderson & Stowe

Current Executive Officers
Robert A. McCormick, Chief Executive Officer

John M. Finlayson, President and
Chief Operating Officer

David J. Frear, Executive Vice President and ,
Chief Financial Officer

Richard G. Bubenik, Executive Vice President
and Chief Technology Officer

James D. Mori, Executive Vice President and
General Manager — Americas

2002 Annual Meeting

The 2002 Annual Meeting of Stockholders will
be held at 10:00 a.m. on June 7, 2002 at the
Tribeca Grand Hotel, 2 Sixth Avenue,

New York, New York. ‘

Corporate Information/Form 10-K

Corporate information and copies of SAVVIS’s
annual report on Form 10-K may be obtained,
without charge, upon written request from:

SAVVIS Communications Corporation
Attention: Nancy Bridgman Lysinger
Vice President and Treasurer

12851 Worldgate Drive

Herndon, VA 20170

Phone: (703) 234-8000
investor.relations@savvis.net

Stock Exchange Listing

Nasdaq
Symbol: SVVS

Independent Auditors

Deloitte & Touche LLP
1750 Tysons Boulevard
McLean, VA 22102-4219

Transfer Agemt

Melion Investor Services LLC
85 Challenger Road
Ridgefield Park, NJ 07660
Phone: (800) 370-1163







